
  Appendix A 
 

TREASURY MANAGEMENT OUTTURN REPORT 2020/21 
 

1. Introduction 
 
1.1 The Council is required through regulations issued under the Local Government Act 

2003 to produce an annual review of treasury management activities and the actual 
performance against prudential and treasury indicators for 2020/21. This report 
meets the requirements of both the CIPFA Code of Practice on Treasury 
Management (the Code) and the CIPFA Prudential Code for Capital Finance in Local 
Authorities (the Prudential Code). 

 

1.2 During 2020/21 the minimum reporting requirements were that Full Council should 
receive the following reports: 

 

 an annual treasury strategy in advance of the year (Full Council 4/2/2020) 

 a mid-year treasury update report (Full Council 6/10/2020) 

 an annual report following the year describing the activity compared to the   
strategy (this report)  

 

1.3 In addition quarterly treasury management update reports were received by Audit 
Committee. 

 

1.4 The regulatory environment places responsibility on Members for the review and 
scrutiny of treasury management policy and activities. This report is important in that 
respect, as it provides details of the outturn position for treasury activities and 
highlights compliance with the Council’s policies previously approved by Members.   

 

1.5 The Council also confirms that it has complied with the requirement under the Code 
to give prior scrutiny to all of the above treasury management reports. This role was 
performed by the Audit Committee before these reports were presented to Full 
Council.  

 
1.6 The Code also requires such information to allow the Audit Committee to monitor 

compliance with our approved Strategy and Policy Statement. 
 
1.7 Member training on treasury management was undertaken during the year in order 

to support members’ scrutiny role. 
 

 

 

 

 

 

 

 

 

 

 

 

 



2 Economic Background for 2020/21 (Source: Link Asset Services) 
 

2.1 The 2020/21 financial year was dominated by the impact of the Covid-19 pandemic.  
The first national lockdown in late March 2020 did huge damage to an economy that 
was unprepared for such an eventuality.  This caused an economic downturn that 
exceeded the one caused by the financial crisis of 2008/09.  A short second 
lockdown in November did relatively little damage but by the time of the third 
lockdown in January 2021, businesses and individuals had become more resilient in 
adapting to working in new ways during a three month lockdown so much less 
damage than was caused than in the first one.  

 

2.2 Both the Government and the Bank of England took rapid action in March 2020 at 
the height of the crisis to provide support to financial markets to ensure their proper 
functioning, and to support the economy and to protect jobs.  

 

2.3 The Monetary Policy Committee (MPC) cut the Bank Rate from 0.75% to 0.25% and 
then to 0.10% in March 2020 and embarked on a £200bn programme of quantitative 
easing QE (purchase of gilts so as to reduce borrowing costs throughout the 
economy by lowering gilt yields). The MPC increased then QE by £100bn in June 
2020 and by £150bn in November 2020 to a total of £895bn. While the Bank Rate 
remained unchanged for the rest of the year, financial markets were concerned that 
the MPC could cut the Bank Rate to a negative rate; this was firmly discounted at the 
February 2021 MPC meeting when it was established that commercial banks would 
be unable to implement negative rates for at least six months – by which time the 
economy was expected to be making a strong recovery and negative rates would no 
longer be needed. 

  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



3. Main Activities of the Treasury Management Function during 2020/21 
 
Overview 
 
3.1 The Council continues to adopt a cautious approach, which has been further 

strengthened by the impact of the Covid-19 pandemic, whereby investments 

continue to be dominated by low counterparty risk considerations, resulting in 
relatively low returns compared to borrowing rates. As a result of this the strategy for 
2020/21 maintained an under borrowing position to avoid the cost of holding higher 
levels of investments and to reduce counterparty risk.   
 

3.2 The Council's investment policy and strategy enabled the authority to balance the 
overriding need for risk management and control with the desire to secure an 
acceptable return on its investments. Minimising risk is particularly pertinent and has 
been stated to be the prime objective by CIPFA in its Treasury Management Code of 
Practice. 

 
3.3 The Council engages Link Asset Services as treasury consultants and part of their 

service is to advise on counterparties and credit ratings in formulating the approved 
investment list. Regular reviews of the list will ensure that it remains current, valid, 
and provides for a straightforward and workable limit structure. 

 
Borrowing and Debt Management Activity during 2020/21 
 
3.4 In November 2020 HM Treasury reduced borrowing rates available to Local 

Authorities by 1% with the condition that authorities did not use borrowing to finance 
‘debt for yield acquisitions’. This reversed a 1% increase brought in during October 
2019, which was aimed at reducing the growing trend of authorities borrowing to 
finance commercial activity. Even with this reduction in borrowing cost the margin 
over investment return remained relatively high resulting in the council maintaining its 
levels of underborrowing. As a result of this no new borrowing was taken in 2020/21. 
No debt rescheduling took place during 2020/21. 

 
3.5 The average interest rate paid by the Council, for its borrowings, in 2020/21 was 

3.915%, a reduction of 0.249% 2019/20. This reduction is due to the full year impact 
of loans taken out during 2019/20. 

 
3.6 The maturity profile of the Council’s debt is shown in Appendix A1.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



4. Treasury Management Position Statement at 31st March 2021 
 

4.1 It should be noted that the accounting practice to be followed by the Council (CIPFA 
Code of Practice) requires financial instruments in the Accounting Statement (debt 
and investments etc.) to be measured in a method compliant with International 
Financial Reporting Standards (IFRS). The figures in this report are based on the 
principal amounts borrowed and invested and so may differ from those in the 
Accounting Statement by items such as accrued interest.  

 

Investments 
 

4.2 The value of all investments held by the Council are shown in the table below: 
 

                                                                

 

 31 March 

2020      

£m           

 31 March 

2021      

£m           

Council Shareholdings 
Birmingham Airport Holdings Ltd: 
Ordinary Shares* 

 
 

10.381 

 
 

9.870 

Preference Shares* 1.176 1.176 

 11.557 11.046 

   

Coventry & Solihull Waste Disposal Company Ltd 28.500 28.633 

   

Blythe Valley Innovation Centre Ltd  0.203 0.000 

   

Total Shareholdings 40.260 39.679 

   

Treasury Management Investments   

Long Term Investments   
Fixed Term Investments (>365 Days): 0.000 0.000 

 0.000 0.000 

Short Term Investments 
Fixed Term Investments (<365 Days): 
Money Market and Call Accounts 

 
100.500 

2.434 

 
63.000 

8.518 

 102.934 71.518 

   

Total Treasury Management Investments 102.934 71.518 

   

*The 2020/21 valuation for Birmingham Airport Holdings Ltd is draft only at the time 
of writing this report 

 

 
 

 

 

 

 

 

 

 

 

 



4.3 Performance of investments during 2020/21 
 

4.4 The performance of investments (yield achieved) during 2020/21  is summarised 
below: 

 

Investment return  0.270% 

Average 2020/21 SONIA1 rate  0.056% 

 

4.5 Investment Policy - The Council’s investment policy is governed by Ministry of 
Housing, Communities, and Local Government (MHCLG) Guidance, which has been 
adopted in the Annual Investment Strategy approved by Full Council. This policy sets 
out the approach for choosing investment counterparties and is based on credit 
ratings provided by the three main credit rating agencies supplemented by additional 
market data (such as rating outlooks, credit default swaps, bank share prices etc.). 
The investment activity during the year conformed to the approved strategy, and the 
Council had no liquidity difficulties. 
 

4.6 Investments held by the Council - The Council maintained an average balance of 
£81.742 million of internally managed funds and received an average return of 
0.270%. The initial budget for 2020/21 assumed a return for in-house investments of 
0.75% in line with interest rate forecasts at the time. However as a result of the 
current Covid-19 pandemic the Bank of England cut the official Bank Rate twice in 
March 2020 to the current rate of 0.10%. This coupled with a decision to take a more 
cautious (and shorter) approach with investments, protecting against cash flow 
volatility, saw the Council’s average return on investments reduce significantly. The 
impact of this decrease is approximately £392,000 less interest being received in 
2020/21 compared to the original target. This reduction has been met from treasury 
management reserves and factored into the treasury management savings 
proposals for future years. 

 

                                                 
1 SONIA is the weighted average deposit rate for overnight trades of counterparties with very high 
creditworthiness. This was used as the benchmark rate of return for 2020/21. 



Borrowings 

4.7 The Capital Financing Requirement (CFR) shows the Council’s underlying need to 
borrow for a capital purpose, and this is a gauge for the Council’s debt position. The 
CFR results from the 2020/21 unfinanced capital activity and prior years’ net 
unfinanced capital expenditure which has not yet been paid for by revenue or other 
resources. 

4.8 Whilst under treasury management arrangements actual debt can be borrowed or 
repaid at any time within the confines of the annual treasury strategy, the Council is 
required to make an annual revenue charge to reduce the CFR – effectively a 
repayment of the non-housing (HRA) borrowing need, or a repayment of principal 
amount. There is no statutory requirement to reduce the HRA CFR. This differs from 
the treasury management arrangements which ensure that cash is available to meet 
capital commitments.  

4.9 This statutory charge is called the Minimum Revenue Provision (MRP). The total 
CFR can also be reduced by: 

 the application of additional capital financing resources (such as unapplied 
capital receipts); or 

 charging more than the statutory revenue charge (MRP) each year through a 
Voluntary Revenue Provision (VRP). 

4.10 The Council's 2020/21 MRP Policy (as required by MHCLG Guidance) was approved 
as part of the Corporate Capital Strategy. 

4.11 The Council’s CFR for the year is shown below and represents a key prudential  
indicator. The CFR includes Private Finance Initiatives (PFI) and leasing schemes, 
which increase the Council’s borrowing needs. No borrowing is actually required 
against these schemes as a borrowing facility is included in the contract. 

 
 

 31 March 

2020 

£m  

31 March 

2021 

£m  

Opening Balance 412.097 436.957 

+  Unfinanced capital 
expenditure 

38.186 14.519 

-/+  net adjustments for PFI & 
Finance Lease  

(5.507) (3.126) 

- MRP/VRP/Other (7.819) (9.157) 

Closing Balance 436.957 439.193 

 

4.12 Borrowing activity is constrained by prudential indicators for net borrowing, the CFR, 
and the Authorised Limit. 

 

 

 

 

 

 

 

 



4.13 The Council had actual borrowings of:  
 
 

 31 March 

2020 

£m 

31 March 

2021 

£m 

Long Term Borrowing   

Public Works Loan Board (PWLB)           255.315 250.948 

Other Long Term Loans       25.000       25.000 

Dudley & Walsall (Former WMCC Debt) 5.673 4.747 

Total Long Term Borrowings 285.988 280.695 

   

Short Term Borrowing   

Public Works Loan Board (PWLB)           0.354 4.367 

Dudley & Walsall (Former WMCC Debt) 0.846 0.926 

Total Short Term Borrowing 1.200 5.293 

   

Total Borrowing                                                     287.188 285.988 

 

4.14 The maturity profile of the Council's borrowing (excluding former WMCC debt) at 31 
March 2021 is shown below*: 

 
 £m % 

Under 12 months 19.367 6.9 

12 months to 2 years 0.380 0.1 

2 years to 5 years 1.227 0.4 

5 years to 10 years 6.369 2.3 

10 years to 20 years 14.248 5.1 

20 years to 30 years 29.687 10.7 

30 years to 40 years 144.671 51.7 

40 years to 50 years 64.366 22.8 

50 years and above 0.000 0.0 
Total 280.315 100.0 

 
*This profile will differ from that on the Council’s Accounting Statement due to the 
Prudential Code’s requirement that Lender’s Option, Borrower’s Option (LOBO) 
loans are shown as maturing at their next call date in the above. 
 

4.15 Interest payments/receipts during 2020/21 can be identified over the following 
categories. 

 
 £m 

Public Works Loan Board (PWLB) 9.890    

Other Long Term Loans  1.139 

Dudley & Walsall (Former WMCC Debt) 0.343 

Other interest payments  0.061 

Total Interest Payments 11.433 

Less:  

Investment Receipts   (1.839) 

  

Net interest payable 9.594 

 

4.16 Total debt management costs incurred during 2020/21 amounted to £161,401 of 
which the Housing Revenue Account (HRA) paid £70,037. 

 



5 Prudential Indicators and Compliance Issues 
 

5.1 The Council is required by the Prudential Code to report the outturn prudential 
indicators after the year end. Appendix A2 provides a schedule of all the mandatory 
prudential indicators. Certain indicators provide either an overview or a limit on 
treasury activity, and these are shown below.  

 

5.2 Gross Borrowing and the CFR - In order to ensure that borrowing levels are 
prudent over the medium term and only for a capital purpose, the Council should 
ensure that its gross external borrowing does not, except in the short term, exceed 
the total of the capital financing requirement in the preceding year plus the estimates 
of any additional capital financing requirement for the current and next two financial 
years.  This essentially means that the Council is not borrowing to support revenue 
expenditure. The table below highlights the Council’s gross borrowing position 
against the CFR. The Council has complied with this prudential indicator.  

 
 

 2020/21 

Original 

Indicator  

£m 

2020/21 

Latest 

Indicator  

£m 

2020/21 

Outturn 

 £m 

Capital Financing Requirement 466.822 464.510 439.193 

Gross borrowing position 367.724 366.731 341.414 

Under/(Over) Borrowing   99.098 97.779   97.779 

 
5.3 Gross borrowing is made up of the sum of the Council’s actual long and short term 

PWLB & market debt, plus its outstanding liabilities in respect of PFI and lease 
contracts.  

 

5.4 The Authorised Limit -The Authorised Limit is the “affordable borrowing limit” 
required by s3 of the Local Government Act 2003. The Council does not have power 
to borrow above this level. The table demonstrates that during 2020/21 the Council 
has maintained gross borrowing within the Authorised Limit. 
 

5.5 The Operational Boundary -The Operational Boundary is the expected borrowing 
position of the Council during the year. Periods where the actual position is either 
below or over the boundary are acceptable subject to the Authorised Limit not being 
breached.  
 

 2020/21 

Original 

Indicator  

£m 

2020/21 

Latest 

Indicator  

£m 

2020/21 

Outturn 

 £m 

Authorised Limit 483.683 481.644 341.414 

Operational Boundary 400.000 400.000 341.414 

 



Appendix A1 

 
Debt Maturity Profile as at 31st March 2021 
 
The graph below indicates the amount of Solihull’s long term debt that matures in each 
year over time. The portfolio is structured so that debt will be spread across a wide time 
span in order to minimise the Council’s refinancing risk. The CIPFA Prudential Code for 
Capital Finance in Local Authorities requires the Council’s variable market debts to be 
shown at their next ‘call’ date (the time at which the lender next has the option to alter the 
interest rate), rather than the actual maturity date. 

 
 



Appendix A2 
 
Prudential Indicators and Limits for 2020/21 
 
The CIPFA Prudential Code requires Local Authorities to set a number of Prudential 
Indicators and limits as part of its annual Treasury Management Strategy to ensure that 
borrowing remains affordable. The following tables show the outturn position against the 
Prudential Indicators that were set as part of the 2020/21 Corporate Capital and Treasury 
Management Strategy as agreed by Full Council. Prudential Indicators give an indication 
of the expected position at the end of the year. Ordinarily, limits set should not be 
breached, and any breaches will be reported to Members. 
 
Treasury Management Prudential Indicators  
 
 2020/21 

Original 

Indicator 

£m 

2020/21 

Latest 

Indicator 

£m 

2020/21 

Outturn 

£m 

Capital Financing Requirement (CFR) 
Housing 

Non-Housing 
Other Long-Term Liabilities 

Total 

 
173.138 
236.212 

57.472 

466.822 

 

172.865 
237.107 

54.538 

464.510 

 
172.138 
212.517 
  54.538 

439.193 

Gross Debt 
Borrowing 

Other Long Term Liabilities 

Total Gross Debt  

 
310.252 

57.472 

367.724 

 
312.193 

54.538 

366.731 

 
286.876  

54.538 

341.414 

Capital Expenditure Plans 
Housing 

Non-Housing 

Total 

 
Capital Receipts 

Capital Grants 
Contributions 

Revenue 

Net financing need for the year 

 
60.937 

   20.831  

   81.768  

 
(4.100) 

(25.817) 
(0.747) 

(14.799) 

36.305 

 
64.403 
22.733 

87.136 

 
(4.724) 

(26.704) 
(1.127) 

(14.742) 

39.839 

 
41.358 
17.989 

59.337 

 
(3.963) 

(24.824) 
(0.599) 

(15.432) 

14.519 

Ratio of financing costs to net revenue stream 
Housing 

Non-Housing 

 
18.25% 
12.61% 

 
18.32% 
12.07% 

 
18.44% 
12.36% 

Incremental impact of capital investment decisions 
on Band D council tax (notional) 

 
£26.98 

 
£26.98 

 
£18.40 

Incremental impact of capital investment decisions 
on the housing rent levels (notional) 

£10.80 £10.80 £2.50 
 

 
In addition to the above, the Council is required as a prudential indicator to: 

   

 Adopt the CIPFA Code of Practice 

 Ensure that over the medium term borrowing will only be for a capital purpose (i.e. 
net external borrowing is less than CFR) 

 
The Council is compliant with these indicators. 
 
 
 



Treasury Management Limits 
 

 2020/21 

Latest 

Approved 

Limit 

£m 

2020/21 

Outturn  

£m 

Breaches 

of Limit 

Authorised Limit  (against outturn CFR) 481.644 341.414 None 

Operational Boundary (against outturn gross 
debt) 

400.000 341.414 None 

Upper limit on borrowing at fixed rates of 
interest 

None None None 

Upper limit on borrowing at variable rates of 
interest 

30% 5.35% None 

Maturity structure of fixed rate borrowing 
against maximum position  

   
 
None 
 
 

Under 12 months 20% 6.9% 
12 months to 2 years 20% 0.1% 

2 years to 5 years 50% 0.4% 
5years to 10 years 50% 2.3% 

10 years to 20 years 60% 5.1% 
20 years to 30 years 60% 10.7% 
30 years to 40 years 80% 51.7% 
40 years to 50 years 80% 22.8% 
50 years and above 80% 0.0% 

Maximum principal funds invested for longer 
than 365 days 

15.000 0.000 None 

Housing Revenue Account Debt Limit (against 
HRA CFR) 

190.000 172.138 None 

 


