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AUTHORITY REPORT: TREASURY MANAGEMENT STRATEGY 2023/24 AND 
PRUDENTIAL CODE INDICATORS 2023/24 TO 
2025/26 

1. Confidential Report: 

1.1 No 

Executive Summary 

Purpose – This report sets out ELWA’s Treasury Management Strategy for 2023/24 which 
is required to be approved in advance of the new financial year.  

Position – The report encompasses new borrowing requirements and debt management 
arrangements, as well as the Minimum Revenue Provision Policy Statement.  The report 
also sets out the Annual Investment Strategy, the Treasury Management Policy Statement 
and the Prudential Indicators for Capital and Treasury Management. 

Recommendation – Members are recommended to agree: 

a) The Borrowing Strategy for 2023/24 as set out in paragraph 7; 

b) The Minimum Revenue Provision Policy Statement for 2023/24 as set out in paragraph 
8; 

c) The Annual Investment Strategy for 2023/24 as set out in paragraph 9-13 and 
summarised in paragraph 16; 

d) The Prudential Indicators for Capital and Treasury Management as set out in 
paragraphs 17-19. 

2. Background: 

2.1 The Local Government Act 2003 requires the Authority to adopt the Chartered 
Institute of Public Finance and Accountancy (CIPFA) Prudential Code for Capital 
Finance in Local Authorities as a professional code of practice to support local 
authorities in taking these decisions. The Prudential regime requires consideration of 
the Authority’s borrowing and investment strategies within the decision-making 
process for setting the Authority’s spending plans.  

2.2 The Authority’s treasury activities are strictly regulated by statutory requirements 
and a professional code of practice, the CIPFA Code of Practice on Treasury 
Management in the Public Services. The Authority has adopted this code of practice 
and subsequent revisions as part of its Financial Rules by resolution of the Authority.  

2.3 In 2022/23 and 2023/24, the Authority’s maximum borrowing requirement to meet 
new capital expenditure and repay internal borrowing is estimated to be £11.400m. 
The borrowing strategy to meet this requirement is set out in paragraph 7. 

2.4 ELWA is required to prepare an Annual Minimum Revenue Provision Policy Statement 
setting out its policy for the prudent repayment of debt.  The Authority must have 
regard to statutory guidance issued by the Department of Levelling Up, Housing and 
Communities (DLUHC) (formerly the Ministry of Housing, Communities and Local 
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Government) when preparing this statement.  The Authority’s Minimum Revenue 
Provision Policy Statement is set out at paragraph 8. 

2.5 Each year the Authority is required to produce an Annual Investment Strategy that 
sets out the Authority’s policies for managing its investments.  The Authority’s 
investment strategy must also have regard to guidance issued by DLUHC and is 
compliant with the current guidance. The Annual Investment Strategy is at 
paragraphs 9 -13. 

2.6 The Financial Rules require that the Finance Director (Section 73 Officer) presents to 
Members the Treasury Management Strategy for recommendation prior to the start 
of the financial year.  The Prudential Regime requires that the Prudential Indicators 
for Treasury Management be considered with the Treasury Management Strategy and 
that ELWA set these limits.  These are detailed at paragraph 17-19. This is an annual 
process.  

2.7 It is a statutory requirement under Section 32 of the Local Government Finance Act 
1992 for the Authority to produce a balanced budget. In particular, the Authority is 
required to calculate its budget requirement for each financial year to include the 
revenue costs that flow from capital financing decisions.  This therefore means that 
increases in capital expenditure must be limited to a level which is affordable within 
the projected income of the Authority for the foreseeable future.  

2.8 This Authority has not engaged in any commercial investments and has no non-
treasury investments. The Capital Investment Strategy is reported separately as an 
appendix to the Revenue and Capital Budgets and Levy 2023/24 report. 

2.9 As reported previously the Markets in Financial Instruments Directive (MiFID II) came 
into force on 3 January 2018. In accordance with Members’ agreement, applications 
for elective professional client status were made and accepted by relevant 
institutions. This has allowed the Authority to continue with the effective 
implementation of its Investment Strategy.  Continued professional investor status 
is dependent on the Authority holding investments of at least £10m.  

2.10 Inevitably, certain technical terms have been used in this report. Explanations are 
provided where possible and a glossary covering the main terms is included at 
Appendix D. 

3. Capital Expenditure: 

3.1 The capital expenditure plans in this report are contained in the Authority’s Capital 
Investment Strategy which is appended to the Budget and Levy Report. 

4. Borrowing Requirements and Debt Management Arrangements for 2023/24: 

4.1 The Treasury Management function ensures that the Authority’s cash is organised in 
accordance with the relevant professional codes, so that sufficient cash is available 
to meet the service activity and the Authority’s Capital Investment Strategy. This will 
involve both the organisation of the cash flow and, where capital plans require, the 
organisation of appropriate borrowing facilities. The strategy covers the relevant 
treasury / prudential indicators, the current and projected debt positions and the 
Annual Investment Strategy. 

4.2 ELWA’s existing borrowing of £0.800m as at 31 March 2022 consists entirely of Public 
Works Loan Board (PWLB) loans.  All of these loans are at a fixed rate of interest. 
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4.3 The current fixed borrowing rate of 10.5% is the rate of interest payable on all loans 
within the portfolio. All of these loans were taken out many years ago when interest 
rates were much higher than now.  Early repayment/rescheduling has been and 
continues to be considered but would incur a large premium and has been confirmed 
to not be cost effective at this point in time.  

5. Prospects for Interest Rates: 

5.1 As part of the Treasury Management service provided by the London Borough of 
Redbridge (LBR), economic forecasting is provided to assist East London Waste 
Authority (ELWA) to formulate a view on interest rates. LBR’s Treasury Management 
Advisers, have provided forecasts for medium term interest rates (as at December 
2022) as shown in the table below.  

 Annual Average Percentage 

Annual 
Average % 

Bank Rate 
% 

PWLB Borrowing Rates 

(includes certainty rate adjustment) 

% 

  5 year 25 year 50 year 

Mar-23 4.25 4.20 4.60 4.30 

Jun-23 4.50 4.20 4.60 4.30 

Sep-23 4.50 4.10 4.50 4.20 

Dec-23 4.50 4.00 4.40 4.10 

Mar-24 4.00 3.90 4.20 3.90 

Jun-24 3.75 3.80 4.10 3.80 

Sep-24 3.50 3.60 4.00 3.70 

Dec-24 3.25 3.50 3.90 3.60 

Mar-25 3.00 3.40 3.70 3.50 

Jun-25 2.75 3.30 3.60 3.30 

Sep-25 2.50 3.20 3.50 3.20 

Dec-25 2.50 3.10 3.50 3.20 
 

5.2 The Treasury Management Advisers’ central forecast for interest rates was most 
recently updated on 19 December 2022 and reflected a view that the Monetary Policy 
Committee (MPC) would be keen to further demonstrate its anti-inflation credentials by 
delivering a succession of rate increases. This has happened but the Government’s 
policy of emphasising fiscal rectitude will probably mean Bank Rate will not need to 
increase further than to 4.5%. 

5.3 Further in the future, they anticipate the Bank of England will be keen to loosen 
monetary policy when the worst of the inflationary pressures have passed – but that 
timing will be one of fine judgment. 
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5.4 The CPI measure of inflation looks to have peaked at 11.1% in October 2022 (December 
2022: 10.5%).  Despite the continuing cost-of-living squeeze, the Bank will want to see 
evidence that wages are not spiralling upwards in what is evidently a very tight labour 
market. 

5.5 The Bank’s plan to sell £10bn of gilts back into the market each quarter (Quantitative 
Tightening) has started and will focus on the short, medium, and longer end of the 
curve in equal measure. 

5.6 In the coming months, the treasury management advisers’ forecasts will be guided not 
only by economic data releases and clarifications from the MPC over its monetary 
policies and the Government over its fiscal policies, but by the ongoing conflict between 
Russia and Ukraine.  More recently, the heightened tensions between China/Taiwan/US 
also have the potential to have a wider and negative economic impact. 

5.7 Downside risks to current forecasts for UK gilt yields and PWLB rates include: 

• Labour and supply shortages prove more enduring and disruptive and depress economic 
activity (accepting that in the near-term this is also an upside risk to inflation and, thus, 
rising gilt yields). 

• The Bank of England acts too quickly, or too far, over the next year to raise Bank Rate 
and causes UK economic growth, and increases in inflation, to be weaker than currently 
anticipated.  

• UK / EU trade arrangements – if there was a major impact on trade flows and financial 
services due to complications or lack of co-operation in sorting out significant remaining 
issues.  

• Geopolitical risks, for example in Ukraine/Russia, China/Taiwan/US, Iran, North Korea, 
and Middle Eastern countries, which could lead to increasing safe haven flows to gilts.  

5.8 Upside risks to current forecasts for UK gilt yields and PWLB rates: 

• The Bank of England is too slow in its pace and strength of increases in Bank Rate and 
therefore allows inflationary pressures to build up too strongly and for a longer period 
within the UK economy, which then necessitates Bank Rate staying higher for longer than 
currently projected or even necessitates a further series of increases in Bank Rate. 

• The Government acts too quickly to cut taxes and/or increases expenditure in light of the 
cost-of-living squeeze. 

• The pound weakens because of a lack of confidence in the UK Government’s fiscal 
policies, resulting in investors pricing in a risk premium for holding UK sovereign debt. 

• Longer term US treasury yields rise strongly and pull gilt yields up higher than currently 
forecast. 

• Projected gilt issuance, inclusive of natural maturities and Quantitative Tightening, could 
be too much for the markets to comfortably digest without higher yields consequently. 

5.9 Investment and borrowing rates 

• Investment returns are expected to improve in 2023/24. However, while markets are 
pricing in further Bank Rate increases, actual economic circumstances may see the 
MPC fall short on these elevated expectations.  

• Borrowing interest rates have increased significantly to levels last seen in 2014 and 
are forecast to remain above 4% throughout 2023/24. Interest costs for any new 
borrowing will therefore have an impact on the Authority’s budget. The Authority has 
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a policy for temporarily using internal cash balances, which can defer the need for 
external borrowing until rates are deemed more optimal. However, care must be 
exercised to ensure that internal borrowing is not required to be replaced when rates 
are unfavourable.   

6. New Borrowing Requirements: 

6.1 Every year the Authority is required to inform Government whether there is a 
possibility that it may need to borrow to fund capital expenditure. To date, capital 
expenditure incurred on the fire improvement works at Jenkins Lane and Frog Island 
has been financed temporarily from internal cash balances.  The Authority may need 
to make arrangements to finance expenditure during the remainder of 2022/23 and 
in 2023/24 and 2024/25 in respect of fire improvement works and potentially in 
2023/24 and 2025/26 in respect of its post 2027 strategy and any possible capital 
works identified as a result of the ongoing review of landfill sites.  Indicative estimates 
of Prudential Indicators are shown for 2023/24, 2024/25 and 2025/26: 
 

Borrowing Requirement 2022/23 
Revised 

£m 

2023/24 
 

£m 

2024/25 
 

£m 

2025/26 
 

£m 

Post 2027 Waste Disposal Strategy - - - 60.000 

Fire Improvement Works   9.000 2.000 0.100 - 

Potential Capital Works – Landfill 
Site - 0.400 - - 

Estimated Borrowing Requirement 9.000 2.400 0.100 60.000 

6.2 New Borrowing Requirements - The options available to ELWA to finance any future 
capital requirements include the temporary use of internal cash balances and raising 
loans via the Public Works Loan Board (PWLB) or other local authorities.  The 
Authority’s borrowing strategy is set out at paragraph 7. 

6.3 The PWLB is a statutory body operating within the United Kingdom Debt Management 
Office (DMO), an executive agency of HM Treasury. Their function is to lend money 
from the National Loans Fund to local authorities and other prescribed bodies and to 
collect repayments. Interest rates are determined by the DMO using a methodology 
specified by HM Treasury.  

6.4 The Government provides a 0.2% discount on loans from the PWLB under the 
prudential borrowing regime for those local authorities providing improved 
information and transparency on capital spending plans and associated long term 
borrowing. This is known as the ‘Certainty Rate Discount’. The Authority is currently 
a qualifying local authority.  

6.5 It is recommended that £2.400m is set as the borrowing requirement for 2023/24. 
This will only be utilised if needed and Members agree.  The revised borrowing 
requirement for 2022/23 is £9.000m. 

7. Borrowing Strategy 2023/24: 

7.1 Paragraph 6 indicates a potential need to finance £2.400m of capital requirements in 
2023/24, £0.100m in 2024/25 and £60.000m in 2025/26. The borrowing 
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requirement will be reviewed annually as part of the budget process. The Authority 
is free to borrow what it deems to be prudent, sustainable and affordable within its 
approved Authorised External Debt Limit. See further detail at paragraph 17-19.  

7.2 The need to undertake external borrowing can be reduced by the temporary 
application of internal balances held for provisions and reserves within ELWA’s 
accounts and cashflow movements on a day-to-day basis. The option of postponing 
borrowing and running down investment balances will reduce investment risk and 
provide some protection against low investment returns.  The use of internal 
balances, however, must be monitored to mitigate the risks arising from the need to 
externally refinance when rates are unfavourable. 

7.3 The Authority’s borrowing strategy will consider and evaluate all forms of borrowing 
arrangements from the following sources to finance capital requirements: 

 Long and Short-Term Borrowing 

• PWLB 
• Local authorities 
• Banks 
• Market (Financial Institutions) 
• Leasing 
• Internal balances 

 Temporary Borrowing (operational requirements) 

• Banks (including bank overdraft) 
• Local authorities 
• Market (Financial Institutions) 
• Internal balances 

7.4 Regard must be given to the maturity profile of the loan portfolio.  All borrowing 
undertaken will be in accordance with the objectives set out in the Authority’s 
Treasury Management Policy Statement. 

7.5 A view has to be taken on the balance between variable rate borrowing and fixed 
rate borrowing. To give ELWA maximum flexibility, it is suggested that the upper limit 
for fixed rate borrowing be set at 100% of its outstanding principal sums, and the 
upper limit for variable rate borrowing be set at 50% of its outstanding principal 
sums.  

7.6 It is good practice to evaluate the borrowing portfolio on a periodic basis to see if it 
could be structured more efficiently. Treasury management advisers provide 
information on potential restructuring opportunities as part of their service.  

7.7 The uncertainty over the future movement of interest rates increases the risks 
associated with treasury activity. Therefore, all borrowing options will be carefully 
evaluated and professional advice sought where appropriate.  

7.8 In summary, considering the factors set out above, the recommended Borrowing 
Strategy is: 

a) That cash balances are used to finance capital expenditure on a temporary basis, 
pending permanent funding at a time when rates are deemed favourable; 
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b) All available sources of finance are evaluated when undertaking decisions for 
long-term borrowing and advice sought as appropriate; 

c) The repayment spread period of the long-term debt portfolio is set at a maximum 
period of 50 years or maximum asset life if shorter; 

d) That, in order that the Authority can structure its borrowing over the optimum 
period according to changing circumstances and external factors, there is no 
restriction on the upper limits for the maturity of debt in any one year.  
Accordingly, the upper limits for the maturity of debt in each time period listed 
at paragraph 19.16 are set at 100%. 

e) That the upper limit for fixed rate borrowing be set at 100% and the upper limit 
for variable rate borrowing be set at 25%. 

8. Minimum Revenue Provision: 

8.1 In accordance with the Local Government Act 2003, the Authority is required to pay 
off an element of accumulated capital expenditure each year through a revenue 
charge known as the Minimum Revenue Provision (MRP). MRP was originally 
calculated in accordance with the detailed methodology set out in the regulations.  
An amendment to these regulations has now replaced the detailed statutory 
calculation to one that gives local authorities more flexibility provided the outcome is 
prudent.  

8.2 In conjunction with the regulatory amendment, the DLUHC have issued statutory 
guidance on the options available for making prudent provision for the repayment of 
debt. These options relate to existing and supported debt, whereby the Authority 
receives government support towards capital financing costs, and unsupported 
(Prudential) borrowing whereby financing costs are met wholly by the Authority. 
Authorities must have regard to this guidance.  

8.3 Guidance issued by the Secretary of State requires that before the start of each 
financial year the Authority prepares a statement of its policy on making MRP in 
respect of the forthcoming financial year and submits it to Members for approval.  

8.4 Annual Minimum Revenue Provision Policy Statement 

a) For capital expenditure incurred before 1 April 2008, or any new capital 
expenditure incurred in the future up to the limit of the Authority’s supported 
borrowing, Minimum Revenue Provision will be provided for in accordance with 
existing practice outlined in the former regulations, which is based on a 4% 
charge.  

b) Minimum Revenue Provision for new capital expenditure incurred wholly or partly 
by unsupported (Prudential) borrowing or credit arrangements is to be 
determined by reference to the expected life of the asset. Asset life is deemed to 
begin once the asset becomes operational. Minimum revenue provision will 
commence from the financial year following the one in which the asset becomes 
operational.  

c) Minimum revenue provision in respect of finance leases and on balance sheet 
Private Finance Initiative (PFI) contracts will be regarded as being met by a 
charge equal to the element of the rent/charges that goes to write down the 
balance sheet liability. Where a lease (or part of a lease) or Private Finance 
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Initiative (PFI) contract is brought onto the balance sheet, having previously been 
accounted for off balance sheet, the Minimum Revenue Provision requirement will 
be regarded as having been met by the inclusion in the charge, for the year in 
which the restatement occurs, of an amount equal to the write down for that year 
plus retrospective writing down of the balance sheet liability that arises from the 
restatement. 

d) Minimum Revenue Provision in respect of unsupported (Prudential) borrowing 
taken to meet expenditure, which is treated as capital expenditure by either a 
capitalisation direction or regulations, will be determined in accordance with the 
asset life method as recommended by the statutory guidance.  

e) The Authority retains the right to make additional voluntary payments to reduce 
debt if deemed prudent. 

9. Annual Investment Strategy 2023/24: 

9.1 The Authority is required to produce an Annual Investment Strategy that sets out the 
Authority’s policies for managing its investments.  The Authority’s investment 
strategy must have regard to the following: 

a) DLUHC’s revised Guidance on Local Government Investments - (“the Guidance”), 
which came into operation from 1 April 2018 

b) CIPFA Treasury Management in the Public Services: Code of Practice and Cross 
Sectoral Guidance Notes 2021 (“the Code”)  

9.2 The Code and the revised guidance have extended the meaning of “investments” to 
include both financial and non-financial investments. The Treasury Management 
Strategy deals solely with financial investments (as managed by the Treasury 
Management function). Non-financial investments, essentially the purchase of 
income yielding assets, are covered in the Capital Investment Strategy.  

9.3 The key intention of the guidance is to maintain the requirement for authorities to 
invest prudently, and that priority is given firstly to security and secondly to liquidity 
of investments before yield. The guidance also places a high priority on the 
management of risk.   

9.4 The Guidance requires the Authority to set out within its Annual Investment Strategy:  

a) Security, creditworthiness criteria, risk assessment and monitoring arrangements 
for investments;  

b) The liquidity of investments and the minimum amount to be held in short-term 
investments (i.e. one which the Authority may require to be repaid or redeemed 
within 12 months of making the investment) and those that are available to be 
lent for a longer period; 

c) Which investments the Authority may use for the prudent management of its 
treasury balances and limits for each class of investment;  

d) The classification of each investment instrument for use by either the Authority’s 
in-house officers and/or external fund managers, and the circumstances where 
prior professional advice is to be sought from the Authority’s treasury 
management advisers. 
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10. Investment Objectives: 

10.1 The Authority’s investment strategy gives priority to:  

a) the security of the investments it makes;  

b) the liquidity of its investments to meet known liabilities.  

10.2 The Authority’s objective is therefore to achieve, within this constraint, the optimum 
return on its investments with the appropriate levels of security and liquidity.   

10.3 Within the prudent management of its financial affairs, the Authority may temporarily 
invest funds, borrowed for expenditure expected to be incurred in the reasonably 
near future. Borrowing purely to invest or on-lend for speculative purposes remains 
unlawful and the Authority will not engage in such activity.  

11. Security of Capital:  

11.1 The Authority seeks to maintain the security of its investments by investing in high 
credit quality institutions. These institutions comprise the Authority’s lending list.  In 
order to establish the credit quality of the institutions and investment schemes in 
which the Authority invests, the Authority primarily makes use of credit ratings, both 
country (sovereign) ratings, and institution ratings provided by the three main ratings 
agencies, Fitch Rating Ltd, Moody’s and Standard & Poor’s.  

11.2 The Authority’s treasury management advisers provide information from the above-
mentioned rating agencies as part of the creditworthiness service provided to the 
Authority.    

11.3 Credit Risk Assessment: As set out above, the creditworthiness of counterparties is 
evidenced by the application of minimum credit quality criteria, primarily through the 
use of credit ratings from the three main ratings agencies. These ratings are used to 
formulate a credit matrix to determine prudent investment periods and monetary 
limits.  

11.4 In formulating the credit matrix, consideration has been given to the levels of historic 
default against the minimum criteria used in the Authority’s investment strategy. The 
information in the table below, provided by Fitch Ratings, shows average defaults for 
differing periods of investment grade products for each long-term rating category. 

Long-Term 
Rating Percentage Historic Experience of Default 

 Less than 
1 year 

% 

1 – 2 
years 

% 

2 – 3 
years 

% 

3 – 4 
years 

% 

4 – 5 
years 

% 

AAA 0.04 0.09 0.17 0.25 0.34 

AA 0.02 0.04 0.09 0.16 0.23 

A 0.05 0.14 0.25 0.37 0.52 

BBB 0.13 0.36 0.63 0.96 1.30 
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11.5 The Authority’s credit matrix minimum long-term rating for investments with banks 
(excluding part nationalised banks) is “A”.  The Authority’s investment strategy is 
therefore considered low risk. 

11.6 Other counterparties and investment schemes that may be included on the approved 
lending list are:  

a) UK Part Nationalised Banks; 

b) Money Market Funds;  

c) The UK Government (Debt Management Office and Gilts);  

d) Building Societies with assets in excess of £3bn;  

e) Enhanced Cash Funds;  

f) Equity/Bond/Multi Asset Funds;  

g) Other Local Authorities, parish & community councils; and  

h) Non-UK Government and Supranational Institutions. 

11.7 All counterparties must meet the Authority’s Creditworthiness Criteria as set out at 
Appendix B. 

11.8 Credit Quality Monitoring: LBR’s treasury management advisers provide credit rating 
information as and when ratings change and these are acted upon when received.  
An institution’s credit quality is reviewed before any investment is made. 

11.9 On occasion credit ratings may be downgraded when an investment has already been 
made. The creditworthiness criteria used are such that minor downgrading should 
not affect the full receipt of the principal and interest.  Any counterparty whose 
ratings fall to the extent that they no longer meet the approved credit quality criteria 
is immediately removed from the lending list.  If an institution or investment scheme 
is upgraded so that it fulfils the Authority’s criteria, its inclusion will be considered. 
The inclusion of institutions and investment schemes that meet the agreed credit 
criteria is delegated to the Finance Director.  

11.10 Reliance is not placed on credit ratings alone. Regard is also given to other sources 
of information such as: 

a) Publicity from sources such as the quality financial press and internet sites and 
from ratings alerts from the credit rating agencies; 

b) Investment rates being paid, and whether they are out of line with the market as 
this could indicate that the investment is of a higher risk;  

c) Where available, price movements of Credit Default Swaps, which are a financial 
instrument for swapping the risk of debt default, can be plotted to give an 
indicator of relative confidence about credit risk; 

d) All information received is acted upon promptly as appropriate.  

11.11 Investments and Diversification across Asset Classes - Additional security of capital 
is also achieved through diversification and the specifying of the type of investment 
that the Authority is prepared to invest in.  
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11.12  “Guidance on Local Government Investments” requires the Authority to set out the 
investments in which it is prepared to invest under the headings of Specified 
Investments and Non-Specified Investments. 

11.13 Specified Investments are those investments that meet the Authority’s high credit 
quality criteria as set out in this section and meet the following criteria: 

a) Are due to be repaid within twelve months of the date in which the investment 
was made; 

b) Are denominated in sterling and all repayments in respect of the investment are 
only payable in sterling; 

c) The investment is not defined as capital expenditure by virtue of the Local 
Authority Capital Finance Regulations; 

• The investment is made with the following organisations: 

− The United Kingdom Government; 

− A local Authority, as defined in regulation; and 

− A Parish Council or Community Council 

11.14 Specified investments are therefore deemed to be of low risk. 

11.15 Non-specified investments are all other investments that do not satisfy the specified 
investment criteria. Non-specified investments are deemed to have a greater 
potential of risk, such as investments for longer than one year or with institutions 
that do not have credit ratings, such as building societies.  Limits must be set on the 
amounts that may be held in such investments at any one time during the year. The 
Authority’s creditworthiness criteria for selecting non-specified investments are set 
out at Appendix B and specified and non-specified investment categories are detailed 
at Appendix C. 

11.16 UK banks – ring fencing - The largest UK banks, (those with more than £25bn of 
retail / Small and Medium-sized Enterprise (SME) deposits), were required by UK law 
to separate core retail banking services from their investment and international 
banking activities by 1 January 2019. This is known as “ring-fencing”. 

11.17 Ring-fencing is a regulatory initiative created in response to the global financial crisis. 
It mandates the separation of retail and SME deposits from investment banking, in 
order to improve the resilience and resolvability of banks by changing their structure. 
In general, simpler activities offered from within a ring-fenced bank (RFB) will be 
focused on lower risk, day-to-day core transactions, whilst more complex and 
“riskier” activities are required to be housed in a separate entity, a non-ring-fenced 
bank, (NRFB). This is intended to ensure that an entity’s core activities are not 
adversely affected by the acts or omissions of other members of its group. 

11.18 While the structure of the banks included within this process may have changed, the 
fundamentals of credit assessment have not. The Authority will continue to assess 
the new-formed entities in the same way that it does others and those with 
sufficiently high ratings, and any other metrics considered, will be considered for 
investment purposes. 
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11.19 Accounting for Investments – In accordance with International Financial Reporting 
Standard 9 (IFRS 9) the Authority will consider the implications of investment 
instruments which could result in an adverse movement in the value of the amount 
invested and resultant charge to the Revenue Reserve at year end.  

11.20 Asset class limits - In accordance with current practice and the investment limits 
contained within the Authority’s Treasury Management Practices, the maximum 
percentages of the portfolio which may be invested in each asset class are as follows: 

 % 

UK Government  100 

Local Authorities 85 

UK Banks - Specified  80 

Money Market Funds (CNAV and LVNAV) 45 

Enhanced Cash Funds / Money Market Funds (VNAV) 15 

Building Societies - Specified  45 

Total Unspecified Investments  50 

Non-UK Banks – Specified (subject to group limit) 40 

Non-UK Government and Supranational Bonds (subject to group 
limit) 

30 

Total Group Non-UK Investments 40 

Corporate Bonds 15 

11.21 These limits have been set to reflect the regulatory structure of entities, and to ensure 
that the Authority retains maximum flexibility and can react quickly to changing 
market conditions. A breach of an asset class limit due to unexpected cashflow 
movements will not result in the immediate sale of investments if the position is to 
be rectified within a short timeframe. The actual balance between the above asset 
classes will depend, at any one time, on the relative levels of risk and return and the 
overall balance of the portfolio.  

11.22 The creditworthiness criteria for choosing counterparties set out in this report provide 
a sound approach to investment in ‘normal’ market circumstances.  Whilst Members 
are asked to approve the base criteria set out in this report, under exceptional market 
conditions institutions can face real and sudden difficulties with a time lag before the 
credit rating agencies reflect this.  

11.23 Therefore, it is vital that the Authority maintains a strategy of responding swiftly and 
the Finance Director will restrict further investment activity to those counterparties 
that are at any one time considered of the highest credit quality.  Security of the 
Authority’s money will always remain the main priority of this strategy and will take 
precedence over yield. 

12. Investment of Cash Balances and the Liquidity of Investments: 

12.1 Cashflow Management - In order to assist in managing the Authority’s finances, a 
cashflow model is maintained. The model details all known major items of income 
and expenditure of both a revenue and capital nature, based on capital and revenue 
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budget proposals detailed elsewhere on the agenda.  Cash balances can fluctuate 
significantly during the course of the year due to timing differences between the 
receipt of cash such as grants and capital receipts and the corresponding expenditure.  
It is estimated that over the course of the year cash balances will vary between 
£20.000m and £25.000m. The initial cashflow estimates provide an indication of cash 
receipts and outgoings on a month-by-month basis.  

12.2 Liquidity: The Authority is required to have available, or access to, adequate 
resources to enable it at all times to have available the level of funds which are 
necessary for the achievement of its service objectives.  The cashflow model provides 
the Authority with information on its cash requirements, detailing immediate cash 
requirements and indicating cash balances that are available for investment for 
longer periods.  The liquidity of the investment portfolio is monitored regularly and 
reported at monthly treasury meetings with senior finance officers. The minimum 
amount of cash balances required to support cashflow management on a monthly 
basis is £6.900m.   

12.3 The borrowing strategy set out at paragraph 7 recommends the use of internal 
balances to temporarily fund capital expenditure.  Whilst this will help reduce the 
need for investing, this must be balanced against the future requirement to replace 
these balances, and ensure that sufficient cash is available to meet ELWA’s liquidity 
requirements. 

12.4 For debt management purposes the Authority has in place overdraft facilities with its 
banker, National Westminster Bank plc, and access to the PWLB and the money 
market to fund capital projects.  

12.5 Borrowing in Advance of Need:  The Authority has some flexibility to borrow funds 
this year for use in future years.  The Finance Director may do this under delegated 
authority where, for instance, a sharp rise in interest rates is expected, and so 
borrowing early at fixed rates will be economically beneficial to meet budgetary 
constraints.  

12.6 The Finance Director will adopt a prudent approach to any such borrowing, and will 
only do so to fund the approved capital programme or future debt maturities where 
there is a clear business case. The investment of funds borrowed ahead of need will 
be within the constraints of the approved investment strategy.  

12.7 Performance - The Authority has a good record in managing its investment portfolio 
and seeks to obtain the best return (yield) available on its investments, but it adheres 
at all times to the approved investment criteria. Returns on investments were 
compared against the Sterling Overnight Index Average (SONIA), which is the risk 
free rate for sterling markets administered by the Bank of England. 

12.8 Investments Longer than a Year: The Code of Practice requires the Authority to give 
consideration to longer-term investment and set an upper limit for principal sums to 
be invested for longer than one year.   The Authority currently has no investments 
invested for longer than one year but a limit will still be set to provide flexibility.  

12.9 Having given due consideration to the level of balances over the next three years, 
the need for liquidity, spending commitments and provisions for contingencies, it is 
determined that up to £2.000m of total fund balances could be prudently invested 
for longer than one year. However, in making such investments, consideration must 
be given to the economic outlook, and the prospect for continued market volatility. 
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12.10 Therefore, taking all of the foregoing into consideration and to allow the Authority 
flexibility for market improvement, it is recommended that the Authority set an upper 
limit for principal sums to be invested for longer than one year at £2.000m for 
2023/24, £2.000m for 2024/25 and £2.000m for 2025/26. 

12.11 Accounting treatment of investments: The accounting treatment may differ from the 
underlying cash transactions arising from investment decisions made by the 
Authority. To ensure that the Authority is protected from any adverse revenue impact 
which may arise from these differences, the accounting implications from undertaking 
new transactions will be considered before any investment is undertaken. 

12.12  

13. Provision for Credit-related Losses: 

13.1 If any of the Authority’s investments appear at risk of loss due to default, provision 
would need to be made from revenue for the appropriate amount.  

14. Treasury Management Consultants: 

14.1 Treasury management support is provided by The London Borough of Redbridge as 
part of a Service Level Agreement. The treasury management team currently use 
external treasury advisers. The company provides a range of services which include: 

a) Economic and interest rate analysis; 

b) Credit ratings/market information service comprising the three main credit rating 
agencies; 

c) Generic investment advice on interest rates, timing and investment instruments; 

• Debt rescheduling advice; 

• Technical support on treasury matters and capital finance issues. 

14.2 Whilst treasury management advisers provide support to LBR’s treasury 
management team, the Authority recognises that responsibility for treasury 
management decisions remains with the organisation at all times and will ensure that 
undue reliance is not placed upon external service providers. The treasury 
management consultancy service is subject to regular review. 

15. Member and Officer Training: 

15.1 One of the main requirements of the Treasury Management Code of Practice is the 
increased Member consideration of treasury management matters and the need to 
ensure officers dealing with treasury management are trained and keep their skills 
up to date.  The Authority will address this important issue by: 

a) Providing training sessions, briefings and reports on treasury management and 
investment issues to those Members responsible for the monitoring and scrutiny 
of treasury management, as appropriate.   

b) Requiring all relevant LBR Officers to keep their skills up to date by utilising both 
external and internal training workshops and seminars, and by participating in 
the CIPFA Treasury Management Forum and other relevant local groups and 
societies. 
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15.2 A Member training session took place on 27 September 2022.  Training needs will be 
kept under review and further sessions will be provided as appropriate. 

16. Investment Strategy 2023/24 Summary: 

16.1 In summary, considering the factors set out in paragraphs 9 to 13, the recommended 
Investment Strategy is: 

a) That cash balances, not immediately required to finance expenditure, are lent 
to the money market for the most appropriate periods as indicated by the 
cashflow model and current market and economic conditions; 

b) That liquidity is maintained by the use of overnight deposits; 

c) That the minimum amount of short-term cash balances required to support 
monthly cashflow management is £6.900m;  

d) That the upper limit for investments longer than one year is £2.000m; 

e) That the maximum period for longer term lending be two years;  

f) That all investment with institutions and investment schemes is undertaken in 
accordance with the Authority’s creditworthiness criteria as set out at Appendix 
B; 

g) That more cautious investment criteria are maintained during times of market 
uncertainty; 

h) That all investment with institutions and investment schemes is limited to the 
types of investment set out under the Authority’s approved “Specified” and 
“Non-Specified” Investments detailed in the appendix and that professional 
advice continues to be sought if appropriate; 

i) That all investment is managed within the Authority’s approved asset class limits 
as set out at paragraph 11.20. 

17. Prudential Indicators for Capital and Treasury Management: 

17.1 Overview - The key objectives of the Prudential Code are to ensure, within a clear 
framework, that the capital investment plans of authorities are affordable, prudent 
and sustainable. Further, that Treasury Management decisions are taken in 
accordance with good professional practice. To demonstrate that authorities have 
fulfilled these objectives, the revised Prudential Code and the revised CIPFA Treasury 
Management Code set out the indicators that must be used, and the factors that must 
be taken into account. 

18. Capital Prudential Indicators: 

18.1 The Authority’s capital expenditure plans are a key driver of treasury management 
activity. The output of the capital expenditure plans is reflected in the Prudential 
Indicators, which are designed to assist Members’ overview and confirm capital 
expenditure plans. 
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Capital Expenditure 

18.2 This Prudential Indicator is a summary of the Authority’s capital expenditure plans, 
both those agreed previously and those forming part of this budget cycle. Members 
are asked to approve the capital expenditure forecasts. 

18.3 Capital Expenditure Forecast based on indicative estimates. 

Capital 
Expenditure 

 

2022/23 
Revised 
Estimate 

£m 

2023/24 
Estimate 

 
£m 

2024/25 
Estimate 

 
£m 

2025/26 
Estimate 

 
£m 

2026/27 
Estimate 

 
£m 

2027/28 
Estimate 

 
£m 

Post 2027 
Procurement - - - 60.000 - - 

Fire 
improvement 
works 

5.000 2.000 0.100 - - - 

Potential 
Capital Works  - 0.400 - - - - 

Maximum 
Estimated 
Capital 
Expenditure  

5.000 2.400 0.100 60.000 - - 

18.4 Other long-term liabilities: The above capital expenditure forecast excludes other 
long-term liabilities such as PFI and leasing arrangements which are classified as 
borrowing instruments. 

18.5 The table below provides information on how capital expenditure plans are proposed 
to be financed by capital or revenue resources.  Any shortfall of resources results in 
a funding borrowing need. 

Capital Programme Funding Summary 

Financing of 
capital 

expenditure 
 

2022/23 
Revised 
Estimate 

£m 

2023/24 
Estimate 

 
£m 

2024/25 
Estimate 

 
£m 

2025/26 
Estimate 

 
£m 

2026/27 
Estimate 

 
£m 

2027/28 
Estimate 

 
£m 

Maximum 
Estimated 
Expenditure 

5.000 2.400 0.100 60.000 - - 

Potential net 
financing 
need for the 
year 

5.000 2.400 0.100 60.000 - - 
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The Authority’s borrowing need (Capital Financing Requirement - CFR) 

18.6 This Prudential Indicator is simply the total historic outstanding capital expenditure 
which has not yet been paid for from either revenue or capital resources. It is 
essentially a measure of the Authority’s indebtedness and so its underlying borrowing 
need.  The net financing need for the year will increase the CFR. 

18.7 The CFR does not increase indefinitely, as the minimum revenue provision (MRP) is 
a statutory annual revenue charge which broadly reduces the indebtedness in line 
with each asset’s life, and so charges the economic consumption of capital assets as 
they are used. 

18.8 The CFR includes other long-term liabilities such as the PFI scheme. Whilst this will 
increase the CFR, and therefore the Authority’s borrowing requirement, this type of 
scheme includes a borrowing facility by the PFI provider and so the Authority is not 
required to separately borrow for this scheme.  

CFR Projections 

 2022/23 
Revised 
Estimate 

£m 

2023/24 
Estimate 

 
£m 

2024/25 
Estimate 

 
£m 

2025/26 
Estimate 

 
£m 

2026/27 
Estimate 

 
£m 

2027/28 
Estimate 

 
£m 

Capital Financing Requirement 

Total CFR 43.005 38.309 29.748 78.482 67.104 54.375 

Movement in 
CFR 0.038 (4.696) (8.561) 48.734 (11.378) (12.729) 

       

Movement in CFR represented by 

Potential net 
financing need 
for the year 
(above) 

5.000 2.400 0.100 60.000 - - 

Less MRP and 
other 
financing 
movements 

(4.962) (7.096) (8.661) (11.266) (11.378) (12.729) 

Movement in 
CFR 0.038 (4.696) (8.561) 48.734 (11.378) (12.729) 

 

Liability Benchmark 

18.9 This is a new prudential indicator and shows, in graphical format, the Authority’s 
borrowing requirement. It is compiled from the following information: 

• Existing loan debt outstanding:  Current loan portfolio split by type of loans e.g., 
PWLB; 
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• Loans Capital Financing Requirement (CFR):  The capital financing requirement 
excluding other long term liabilities; 

• Net Loans Requirement: Existing loan debt outstanding minus the value of the 
treasury investment portfolio; 

• The Liability Benchmark (Gross Loans Requirement): The net loans requirement 
plus a liquidity allowance for cashflow management. 

These figures are shown in the graph below. 

 

18.10 The principle behind this benchmark is that it is cost effective to utilise internal cash 
balances, at least temporarily, than to externally borrow.  Therefore, the liability 
benchmark (the red line) would be the optimal level of borrowing, rather than the 
loans capital financing requirement (the blue line).    

18.11 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. This is shown by the gap between 
the Authority’s existing loans that are still outstanding at a given future date and its 
future need for borrowing (as shown by the liability benchmark). 

18.12 If the existing loans outstanding (black line) is below the liability benchmark (red 
line), the existing portfolio outstanding is less than the loan debt required, and the 
Authority will need to borrow to meet the shortfall. If the existing loans outstanding 
(black line) is above the liability benchmark (red line), the Authority will (based on 
its current capital investment plans) have more debt than it needs, and the excess 
will have to be invested.  

18.13 The liability benchmark is kept under review and can be revised as capital investment 
plans and cashflow requirements evolve. 
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Affordability Prudential Indicators 

18.14 These provide an indication of the impact of the capital investment plans on the 
Authority’s overall finances.   

18.15 Ratio of financing cost to net revenue stream:  This indicator identifies the trend in 
the cost of capital (borrowing and other long-term obligation costs net of investment 
income) against the net revenue stream. 

Ratio of financing cost to net revenue stream 

 2022/23 
Revised 
Estimate 

% 

2023/24 
Estimate 

 
% 

2024/25 
Estimate 

 
% 

2025/26 
Estimate 

 
% 

2026/27 
Estimate 

 
% 

2027/28 
Estimate 

 
% 

Revenue 
Reserve 10.90 13.33 12.35 14.29 14.31 14.24 

 

18.16 The estimates of financing costs include current commitments and the proposals in 
the budget report. 

Ratio of commercial and service delivery income to net revenue stream 

18.17 This indicator identifies income received from commercial and service delivery capital 
assets as a percentage of the net revenue stream.  

18.18 The Authority does not hold assets for commercial purposes nor generate any income 
from assets held for the purpose of service delivery. 

19. Prudential Indicators for Treasury Management: 

19.1 These relate to: 

a) The adoption of CIPFA’s Treasury Management in the Public Services: Code of 
Practice (the Code); 

b) Limits for external debt; 

c) Interest rate exposures; 

d) Maturity structure of borrowings; and 

e) Investment for periods of longer than one year. 

19.2 The Treasury Management indicators are not targets to be aimed at, but are instead 
limits within which the Treasury Management policies of the Authority are deemed to 
be prudent. 

19.3 CIPFA Treasury Management in the Public Services: Code of Practice - The Authority 
adopted the Code and subsequent revisions as part of its Financial Rules. The 
Authority’s Treasury Management policies and practices fully comply with the Code.  

19.4 In accordance with the Code, the Authority has an approved Treasury Management 
Policy Statement. This is a short policy statement which sets out core strategic issues. 
It is reviewed periodically and amended if policies change. The Treasury Management 
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Policy Statement complies with the requirements of the Code and is attached as 
Appendix A for information.   

19.5 Authorised limit for External Debt 2023/24 – 2025/26 - The authorised limit for 
external debt represents total external debt, gross of investments, and separately 
identifies borrowing from other long-term liabilities such as PFI schemes and finance 
leasing (see paragraph 19.7 below).  The authorised limit is based on the Authority’s 
spending plans, makes allowance for short-term cashflow movements and provides 
sufficient headroom for unusual cash movements.   

19.6 ELWA’s PFI assets and liabilities are included on the balance sheet and the table 
below includes a long-term liability indicator of which £35.700m in 2023/24 relates 
to the ELWA PFI liability.   

19.7 In order to determine the authorised limit, a number of assumptions need to be made 
on the possible future use of borrowing. Borrowing can be used to finance capital 
expenditure over and above that supported by government grant, or to cover for 
slippage in the realisation of capital receipts, as an alternative form of financing e.g. 
instead of leasing, and for short-term treasury management purposes.  The following 
table sets out limits that represent the maximum amount of gross debt:  

 2022/23 
Revised 

£m 

2023/24 
 

£m 

2024/25 
 

£m 

2025/26 
 

£m 

Estimated borrowing b/f 0.800 9.800 12.200 12.300 

Borrowing requirement 9.000 2.400 0.100 60.000 

Less: Loan replacement - - - - 

Short term/cashflow 
requirements 6.900 6.900 6.900 6.900 

Unforeseen cash movements 6.700 11.700 11.700 11.700 

Total borrowing 23.400 30.800 30.900 90.900 

Other long-term liabilities 40.300 35.700 29.800 23.600 

Total external debt 63.700 66.500 60.700 114.500 

19.8 It is therefore recommended that the total Authorised Limit for External Debt for 
2023/24 be set at £66.500m, for 2024/25 £60.700m and for 2025/26 £114.500m.  

19.9 Operational Boundary External Debt 2023/24 – 2025/26 - As with the authorised 
limit for external debt, the operational boundary represents total external debt, gross 
of investments, and separately identifies borrowing from other long-term liabilities. 
The operational boundary is based on the same assumptions as the authorised limit 
but reflects the most likely estimate, i.e. a prudent but not the worst-case scenario 
of gross debt, as assumed in the authorised limit. This has resulted in a reduction of 
£5.000m that is included in the authorised debt calculation for unforeseen cash 
movements.   

19.10 The operational boundary is a key monitoring tool and whilst it may be breached 
temporarily due to cashflow variations, a sustained or regular trend above the 
operational boundary would be significant and lead to further investigation and action 
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as appropriate. It is therefore recommended that the total operational boundary for 
external debt for 2023/24 be set at £61.500m, for 2024/25 £55.700m, and for 
2025/26 £109.500m.  

19.11 Interest rate exposure 2023/24 – 2025/26 - The management of interest rate risk is 
a priority for the Authority. This is recognised in the Prudential Code, which requires 
the Authority to establish operational boundaries on net interest rate exposure. These 
are set by way of two Prudential Indicators, the upper limit on fixed interest rate 
exposure and the upper limit on variable rate interest exposure: 

 2023/24 
£m 

2024/25 
£m 

2025/26 
£m 

Limits on fixed interest rate: 
Borrowing 

100 100 100 

Limits on variable interest: 
Borrowing 

50 50 50 

    
Limits on fixed interest rate: 
Investments 

100 100 100 

Limits on variable interest: 
Investments   

80 80 80 

 

19.12 The limits indicate that all of the Authority’s borrowing is fixed and interest costs are 
therefore certain. Investments, because they are invested mainly for less than one 
year, are classified as variable and income is therefore subject to movement in base 
rates.  

19.13 The Authority’s Treasury Management Practices require the setting of a local indicator 
for the percentage of borrowing at fixed and variable rates. The borrowing strategy 
recommends an upper limit of 100% for fixed rate borrowing and, in order to maintain 
flexibility should fixed term interest rates be unfavourable, also recommends that the 
percentage of variable rate borrowing be set at an upper limit of 25%. This would 
not breach the upper limit on variable rate exposure. 

19.14 Maturity Structure of Borrowings – The Authority is required to set upper and lower 
limits with respect to the maturity structure of its fixed rate borrowings. These have 
been set to provide the Authority with flexibility to manage its debt portfolio 
efficiently. Accordingly, the upper limits for the maturity of debt in each time period 
listed at paragraph 19.16 below are set at 100%. 

19.15 Investments for longer than 365 days – Within the Annual Investment Strategy, 
paragraph 12.10, the following amounts have been identified as available for longer 
term investment: 2023/24 £2.000m, 2024/25 £2.000m and 2025/26 £2.000m.  
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19.16 In summary, the Prudential Indicators for Treasury Management are recommended 
as follows: 

Authorised Limit for External Debt 

 2023/24 
£m 

2024/25 
£m 

2025/26 
£m 

Borrowing 30.800 30.900 90.900 

Other Long-Term Liabilities 35.700 29.800 23.600 

TOTAL 66.500 60.700 114.500 

Operational Boundary for External Debt 

 2023/24 
£m 

2024/25 
£m 

2025/26 
£m 

Borrowing 25.800 25.900 85.900 

Other Long-Term Liabilities 35.700 29.800 23.600 

TOTAL 61.500 55.700 109.500 

Upper Limits on Interest Rate Exposures  

 2023/24 
£m 

2024/25 
£m 

2025/26 
£m 

Limits on fixed interest rate: 
Borrowing 

100 100 100 

Limits on variable interest: 
Borrowing 

50 50 50 

    
Limits on fixed interest rate: 
Investments 

100 100 100 

Limits on variable interest: 
Investments   

80 80 80 

Maturity Structure of Fixed Rate Borrowing 

 Upper Limit % Lower Limit % 

Under 12 months 100 - 

12 Months and within 2 years 100 - 

2 years and within 5 years 100 - 

5 years and within 10 years 100 - 

10 years and above 100 - 
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Upper Limit for Total Principal Sums Invested for more than 365 days 

2023/24 
£m 

2024/25 
£m 

2025/26 
£m 

2.000 2.000 2.000 
 

20. Relevant Officer: 

Maria G. Christofi, Finance Director / e-mail: finance@eastlondonwaste.gov.uk  

21. Appendices Attached: 

21.1 Appendix A Treasury Management Policy Statement 

21.2 Appendix B Creditworthiness Criteria 

21.3 Appendix C Approved List of Specified and Non-Specified Investments 

21.4 Appendix D Glossary 

22. Background Papers: 

22.1 Treasury Management in the Public Services: Code of Practice and Cross-Sectoral 
Guidance Notes (CIPFA) 

22.2 The Prudential Code for Capital Finance in Local Authorities (CIPFA) 

22.3 DLUHC Guidance on Local Government Investments 

22.4 DLUHC Guidance on Minimum Revenue Provision 

23. Legal Considerations: 

23.1 As set out in the main body of the report, local authorities are under an explicit 
statutory duty to ensure that their financial management is adequate and effective 
and that they have a sound system of internal control and management of financial 
risk. This is set by sound public accounting practice guidance. 

23.2 The Local Government Act 2003 Section 25 sets a specific duty on an Authority’s 
Chief Financial Officer (finance Director) to make a report to the authority for it to 
take into account when it is considering its budget and funding for the forthcoming 
year. The report must deal with the robustness of the estimates and the adequacy of 
the reserves included within the budget and the Authority must have regard to the 
report in making its decisions. Section 26 of the same Act gives the Secretary of 
State power to set a minimum level of reserves for which an authority must provide 
in setting its budget. The Secretary of State stated that ‘the provisions are a fall back 
against the circumstances in which an authority does not act prudently, disregards 
the advice of its Chief Financial Officer and is heading for serious financial difficulty’. 

23.3 By law a local authority is required under the Local Government Finance Act 1992 to 
produce a ‘balanced budget’. The current budget setting takes place in the context 
of significant and widely known reductions in public funding to local authorities. 
Where there are reductions or changes in service provision as a result of changes in 
the financial position an authority is free to vary its policy and consequent service 
provision but at the same time must have regard to public law considerations in 
making any decision lawfully as any decision eventually taken is also subject to 

mailto:finance@eastlondonwaste.gov.uk
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judicial review. Members would also wish in any event to ensure adherence as part 
of good governance. 

23.4 Part 1 of the Local Government Act 2003 (the “Act”) requires ELWA as a joint local 
authority body to each year set out its Treasury Management Strategy for borrowing 
and to prepare an Annual Investment Strategy which sets out ELWA’s policies for 
managing its investments and for giving priority to the security and liquidity of those 
investments. 

23.5 ELWA also has to prepare an Annual Minimum Revenue Provision Policy Statement 
setting out how it proposes to repay its debts. The form of the policy must accord 
with prudential public finance accounting principles as espoused by CIPFA. The 
relevant guidance is set out in the CIPFA Code of Practice on Treasury Management 
in the Public Services and the CIPFA Prudential Code for Capital Finance in Local 
Authorities. 

24. Financial Considerations: 

24.1 As detailed in the report.  

25. Performance Management Considerations: 

25.1 The financial position and projections should reflect service performance trends.  

26. Risk Management Considerations: 

26.1 The proposed Treasury Management Strategy does not result in any change to the 
current risk profile. 

27. Equalities considerations: 

27.1 There are no specific equality implications arising from this report. 

28. Follow-up Reports: 

28.1 Budgetary Control Report, next meeting 

28.2 Treasury Management Mid-Year Strategy Review 2023/24, December 2023 

29. Websites and e-mail links for further information: 

29.1 http://www.eastlondonwaste.gov.uk, http://www.communities.gov.uk/corporate/ 
and http://www.cipfa.org 

30. Glossary: 

CIPFA = Chartered Institute of Public Finance and Accountancy 

MHCLG = Department of Housing, Communities and Local Government 

LIBID = The London Interbank Bid 

MRP = Minimum Revenue Provision 

PFI = Private Finance Initiative  

PWLB = Public Works Loan Board 

http://www.eastlondonwaste.gov.uk/
http://www.communities.gov.uk/corporate/
http://www.cipfa.org/
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The Code = CIPFA Treasury Management in the Public Services: Code of Practice and 
Cross Sectoral Guidance Notes 2021 

The Guidance - MHCLG’s revised Guidance on Local Government Investments 

31. Reviewed by Management Board: 

31.1 30 January 2023 

32. Confidentiality: 

32.1 No 


