
 
ARDS AND NORTH DOWN BOROUGH COUNCIL  

 
 

   6 February 2019 
 
 
Dear Sir/Madam 
 
You are hereby invited to attend a Special Council Meeting which will be held in the 
Council Chamber, Town Hall, The Castle, Bangor on Tuesday, 12 February 
2019 commencing at 7.00 pm.  
 
Tea, coffee and sandwiches will be available from 6.00pm. 
 
Yours faithfully 
 
 
Stephen Reid 
Chief Executive 
Ards and North Down Borough Council  
 
 
 

A G E N D A 
 
 
 
1. Prayer 
 
2. Apologies 
 
3. Declarations of Interest 
 
ITEM 4 ***IN CONFIDENCE*** 
 
4. (i) Report of Special Corporate Services Committee dated 7 January 2019 

(Copy attached)  
(ii)Report of Special Corporate Services Committee dated 4 February 2019 
(Copy attached) 

 
5. Prudential Code Reports (Report attached) 
 
6. Robustness of Estimates and Adequacy of Reserves (Report attached) 
 
7.       District Rates 2019/20 (Report attached) 
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MEMBERSHIP OF ARDS AND NORTH DOWN BOROUGH COUNCIL 
 

Alderman Carson Councillor Dunlop 

Alderman Fletcher  Councillor Dunne   

Alderman Gibson Councillor Edmund  

Alderman Girvan Councillor Ferguson  

Alderman Graham  Councillor Gilmour  

Alderman Henry Councillor Kennedy 

Alderman Irvine Councillor Martin 

Alderman Keery  Councillor McAlpine 

Alderman McDowell Councillor McClean 

Alderman Smith Councillor McKee  

Councillor Adair  Councillor McIlveen 

Councillor Allen Councillor Menagh 

Councillor Armstrong-Cotter Councillor Muir 

Councillor Boyle  Councillor Robinson 

Councillor Brooks  Councillor Smart (Mayor)  

Councillor Cathcart  Councillor T Smith 

Councillor Chambers  Councillor Thompson (Deputy Mayor)  

Councillor Cooper  Councillor Walker   

Councillor Cummings  Councillor Wilson 

Councillor Douglas   Councillor Woods 
 



 

 
 

ARDS AND NORTH DOWN BOROUGH COUNCIL 
 
A special meeting of the Corporate Services Committee was held in the Council 
Chamber, 2 Church Street, Newtownards on Monday, 4 February 2019 at 7.00pm.  
 
PRESENT:  
 
In the Chair:  Councillor Gilmour  
 
Aldermen:  Carson   Graham   
    Gibson   Keery 
    Girvan  
           
Councillors:  Chambers    McKee  
             McIlveen  Smart  
    Muir      Smith  
 
Also in attendance: Councillor Martin  
                     
Officers:   Director of Finance and Performance (S Christie), Director of 

Organisational Development and Administration (W Swanston), 
Director of Community and Wellbeing (G Bannister), Director of 
Environment (D Lindsey), Director of Regeneration, Development and 
Planning (S McCullough), Head of Finance (S Grieve) and Democratic 
Services Officer (J Glasgow) 

 

1. APOLOGIES  
 
Apologies for inability to attend were received from Councillor Brooks and Councillor 
Kennedy and the Chief Executive (S Reid). An apology for lateness was received 
from Alderman Graham.  
 

2. DECLARATIONS OF INTEREST 
 
No declarations of interest were notified. 
 
NOTED.   
 

3. DEPUTATION FROM RETAIL NI, HOSPITALITY ULSTER AND 
MANUFACTURING NI – DISTRICT RATE ON NON-DOMESTIC 
PROPERTIES  

 
PREVIOUSLY CIRCULATED:- Document – A New Deal for Northern Ireland 
(Appendix VII) 
 
The Chairman welcomed Glyn Roberts, Retail NI CEO and Colin Neill, Hospitality 
Ulster CEO.   
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Mr Roberts firstly apologised for the absence of Stephen Kelly, Manufacturing NI 
CEO.  As an introduction, Mr Roberts explained that Retail NI, Hospitality Ulster and 
Manufacturing NI represented three of the largest sectors of industry and the 
majority of businesses in Northern Ireland.  The document which had been circulated 
to Members had been launched by the group at the Westminster engagement event 
and sought to uniquely sell Northern Ireland providing the message that Northern 
Ireland was open for business.   
 
In terms of business rates, Mr Roberts recognised that Northern Ireland rating policy 
was not determined by Councils. However, the three organisations also recognised 
that the eleven Councils were key players in economic development. The Council 
had a vital voice in relaying the concerns of the businesses within the Ards and North 
Down Borough.  Business rates had been through a storm of challenges since a 
review in 2014 when it was agreed to provide rates relief for empty premises.   
 
(Alderman Graham entered the meeting – 7.05 pm) 
 
The recent UK budget gave independent retailers and hospitality businesses in 
England a third off their rates bills while businesses in Northern Ireland received no 
relief. Mr Roberts appealed to the Council in respect of business rates and to stand 
up for the local businesses to show that the Council cared. Mr Roberts stated that he 
continued to engage with the NIO in respect of rate relief.  £20m had been allocated 
to the High Street fund however the availability of that money was uncertain.   
 
Mr Neil recognised that the Council had a lot of projects which it wished to carry out 
within a limited budget.  He referred to the challenges in the industry and noted that 
tourism was the core market providing the biggest opportunity for economic growth 
as it was set to expand from £1b to £2b.  During 2017/18, Northern Ireland lost 90 
public houses and 80 restaurants due to the growing pressures.  He referred to the 
assistance that was provided in rates relief in England, Scotland and Wales and 
stated that the rates model in Northern Ireland was outdated.  Small businesses 
needed some form of rates relief and having a reduction of 40% - 50% for small 
business with an NAV of £20,000 could make a huge difference and a reinvestment 
opportunity for those businesses. 
 
The Chairman invited questions from Members.   
 
Alderman Graham alluded to the comment that the rates relief model in Northern 
Ireland was outdated and asked if the representatives had any suggestion on how to 
change that model. He questioned if that would be to replace business rates with 
sales tax. Mr Roberts stated that sales tax was a long term prospect and would 
require a wider debate.  He stated that the business organisations had put forward a 
proposal for a replacement of the existing scheme and noted that it did not receive 
complete consensus. The existing model was not just outdated it needed a 
fundamental reform, it was broken and antiquated. Their suggestion would be to 
introduce a Northern Ireland rate of Corporation Tax.  The reboot of existing policy, 
providing £100m into rate relief would stimulate economic growth for the indigenous 
small business sector.  He wished to the see the re-introduction of the empty 
premises rates relief scheme, which had seen the end of 400 new businesses since 
that scheme had folded.  Furthermore, Mr Roberts felt the re-introduction of Rural 
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ATM Rate Relief Scheme was required. There had been a recent spate of ATM 
thefts in rural areas and in the absence of a scheme that meant that ATMs may not 
be provided in rural areas.  Mr Roberts also expressed his frustration with being 
unable to access the £20m which had been earmarked for the High Street fund.  He 
hoped the Council would receive regeneration powers sooner rather than later and 
highlighted that the Belfast Region City Deal would be a game changer if the focus 
was maintained on the deal creating new jobs for the province.   
 
Alderman Girvan voiced her empathy for the sectors and noted that Comber was 
starting to expand and grow in particular within the food sector. She welcomed the 
suggestions that had been put forward and stated that it was a disgrace the effect of 
the absence of the Assembly was having on all the sectors.  Alderman Girvan 
referred to the introduction of Tourism VAT in the Republic of Ireland and questioned 
the impact that had.  Mr Neil advised that the Republic of Ireland and across Europe 
had reduced their VAT rate to 9% in the sector.  The Hospitality Sector suffered quite 
badly in terms of VAT and the Republic of Ireland rate had now risen to around 
13.5% where the rate in France was 5%. With there being no sun as an attraction in 
Northern Ireland, value needed to be provided.  Mr Neil remarked on the benefits of 
Tourism VAT, which would allow money to be reinvested were currently prices were 
suppressed and margins were tight.   
 
Alderman Girvan could see no reason why the Council could not take the points 
forward and lobby.   
 
The Mayor welcomed the work the organisations did for the businesses within the 
Borough and indicated that the wellbeing of the economy was vital for the wellbeing 
of the people. He also indicated that the services that the Council provided continued 
to increase in cost and that the impact of a rate freeze would necessitate the Council 
cutting services.  The Mayor asked if the representatives had any other suggestions 
or thoughts in respect of the current legislative framework. Mr Roberts stated that he 
soon would be presenting the Retail NI Plan to the Council’s Regeneration and 
Development Committee which would play a vital role. NILGA had been undertaking 
work on a model to allow for a mechanism to progress matters in the absence of an 
Assembly.  The Belfast Region City Deal was a big opportunity for Northern Ireland, 
that was about leveraging income and he noted his disappointment that no contact 
or follow through engagement had occurred since the Westminster event.  Mr 
Roberts highlighted the need for much better engagement, the organisations wanted 
to engage and were passionate about the role which Councils played.   
 
To provide some comfort, the Mayor explained that once the business cases had 
been worked up for each of the elements of the Belfast Region City Deal 
consultation would occur.  
 
The Chairman thanked the representatives and they withdrew from the meeting.  
 
NOTED.  
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4. NOTICE OF MOTION  
 

4.1 Notice of Motion submitted by Councillor Martin and Councillor Smith  
 
Council notes its outstanding commitment from the previous North Down Legacy 
Council in 2012/13 to provide play facilities within the Ashbury, Ballycrochan, 
Kilmaine area.  It further notes the play provision review independently 
commissioned by this Council clearly reported the necessity of new facilities in both 
the Scrabo and previously cited area.  It requests that both projects now be 
expedited as quickly as possible.  Given the current capital commitment of £100,000 
to the Ashbury, Ballycrochan, Kilmaine play park project it notes that one option for 
the project build could require land acquisition which was unforeseen when the 
historic budget was allocated.  To facilitate this option (if required) it therefore 
urgently allocates an additional £70,000 to this budget to be used, if required, for the 
project.  This should be incorporated into the current rates setting process.    
 
Councillor Chambers raised a point of order, stating that he felt the Notice of Motion 
quoted sections of a report that had been considered in confidence and therefore 
had concerns regarding the motion being debated in public. He was of the view that 
the motion should have been marked in confidence on the agenda.  
 
Proposed by Councillor Chambers, seconded by Councillor Muir, that the 
public/press be excluded during the discussion of the item.   
 
Referring to Standing Order 17.1 (2), Councillor Smith noted that the Notice of 
Motion was lawful, proper and relevant therefore he was content for the motion to be 
discussed in the public domain.   
 
Councillor McIlveen questioned the rationale for CLT not marking the Notice of 
Motion confidential.  The Director of Organisational, Development and Administration 
noted that the Motion had already appeared on the Council agenda and therefore 
had been in the public domain.   
 
Councillor Muir highlighted that the figures quoted were already public knowledge 
however if the discussion arose in respect of land values he suggested that the 
meeting should go into Committee. On that basis, Councillor Chambers withdrew his 
proposal.  
 
Proposed by Councillor Martin, seconded by Councillor Smith, that the Notice of 
Motion be adopted.  
 
Councillor Martin wished to firstly highlight that he was not asking for spend, his 
request was for a budget.  A figure of £100,000 had been quoted and he noted that 
in tandem with the play facilities project in Scrabo which had a current budget of 
£125,000. He noted that the Scrabo project was further on however felt that the two 
play facility projects could be looked at in parallel. Councillor Martin highlighted that 
Members had brought numerous proposals forward for play facilities during his time 
on Council which he always supported.  He stressed the importance of play and 
social interaction. Councillor Martin quoted an extract from the legacy North Down 
Borough Council Play Park Strategy highlighting the number of children within the 
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Ashbury, Ballycrochan and Kilmaine areas, the demand that existed and that the 
area was under resourced.   
 
(Alderman Gibson withdrew from the meeting – 7.34 pm) 
 
The people of Ashbury, Ballycrochan and Kilmaine deserved the best and they had 
already waited a long time.  When the project was eventually worked up he didn’t 
wish to see an under resourced budget for the area and any more hurdles having to 
be faced.  The play facilities were critical for the people of the area and Councillor 
Martin hoped he would receive unanimous support.  
 
Councillor Smith paid tribute to Councillor Martin for the work that been undertaken.  
He noted that there were almost 3,000 children in the area and the closest play park 
was approximately 2 miles away.  Councillor Smith noted the importance of play, for 
children to interact, to break down barriers along with the physical benefits in terms 
of childhood obesity etc.   

 
On summing up, Councillor Martin noted the importance of the issue for the area.  
He welcomed the work that the Director of Community and Wellbeing had 
undertaken and hoped that the matter could be pushed forward as expediently as 
possible. The people in the area had waited for a long time for play facilities and felt 
it was time for the Council to do its best and provide some level of delivery within the 
next couple of years.  
 
The proposal was put to the meeting and declared carried with 10 voting FOR, 0 
AGAINST, 1 ABSTENTION and 3 ABSENT. The recorded vote resulted as follows:-  
 
FOR (10) AGAINST (0) ABSTAINED (1) ABSENT (3) 
Aldermen  Alderman Alderman  
Carson  Girvan Gibson  
Graham     
Keery     
Councillors    Councillors  
Chambers    Brooks  
Gilmour    Kennedy  
McKee     
Muir     
McIlveen    
Smart     
Smith     
            
AGREED, that the Notice of Motion be adopted.       
       
(Councillor Martin and Councillor McKee withdrew from the meeting – 7.41 pm) 

 
EXCLUSION OF PUBLIC/PRESS  
 
AGREED TO RECOMMEND, on the proposal of Alderman Carson, seconded by 
Alderman Graham, that the public/press be excluded during the discussion of 
the undernoted item of confidential business.  
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3. BUDGET ESTIMATES 2019/20 UPDATE (FILE FIN130)   
 (Appendices I- IV) 
 
***COMMERCIAL IN CONFIDENCE*** 
 
NOT FOR PUBLICATION 
 
Schedule 6 – Information relating to the financial or business affairs of any particular 
person.    
 

4. ANY OTHER NOTIFIED BUSINESS  
 
There were no items of any other notified business.  
 

READMITTANCE OF PUBLIC/PRESS  
 
AGREED TO RECOMMEND, on the proposal of Alderman Keery, seconded by 
Alderman Graham, that the public/press be re-admitted to the meeting.  
 

TERMINATION OF MEETING  
 
The meeting terminated at 8.11 pm.   
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ITEM 5  
 

Ards and North Down Borough Council 

Report Classification Unclassified 

Council/Committee Council 

Date of Meeting 12 February 2019 

Responsible Director Director of Finance and Performance 

Responsible Head of 
Service 

Head of Finance 

Date of Report 07 February 2019 

File Reference FIN130 

Legislation Regulation 7 Local Government (Capital Finance and 
Accounting) Regulations (NI) 2011 

Section 75 Compliant  Yes     ☐         No     ☐        Other  ☒ 

If other, please add comment below:  

      

Subject Prudential Code Reports 

Attachments Appendices 

1 Capital Strategy 

2 Treasury Management Strategy 

3 Treasury Management Policy Statement 

 
 

Capital Strategy 
 
The Local Government Finance Act (NI) 2011 requires the Council to have regard to 
the Chartered Institute of Public Finance and Accountancy’s (CIPFA) Prudential Code 
for Capital Finance in Local Authorities 2018 Edition (the Prudential Code) when 
determining how much money it can afford to borrow. The objectives of the Prudential 
Code are to ensure, within a clear framework, that the capital investment plans of local 
authorities are affordable, prudent and sustainable, and that treasury management 
decisions are taken in accordance with good professional practice.  
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This capital strategy is a new report for 2019/20, giving a high-level overview of how 

capital expenditure, capital financing and treasury management activity contribute to 

the provision of Council services along with an overview of how associated risk is 

managed and the implications for future financial sustainability.  

To demonstrate that the Council has fulfilled its objectives, the Capital Strategy sets 
out the indicators that must be set and monitored each year.  
 
This strategy is set out in appendix 1 and the Prudential Code requires that it is made 
available on the Council website. 
 

Treasury Management Strategy Statement  
 

The Council is also required to adopt the Chartered Institute of Public Finance and 
Accountancy’s Treasury Management in the Public Services: Code of Practice 2017 
Edition (the CIPFA Code), which requires the Council to approve a treasury 
management strategy before the start of each financial year.  
 
In addition, the former Department of the Environment (DOE) issued Guidance on 
Local Council Investments in October 2011 that requires the Council to approve an 
investment strategy before the start of each financial year.  
 
Appendix 2 fulfils the Council’s legal obligation under the Local Government Finance 
Act (NI) 2011 to have regard to both the CIPFA Code and the DOE Guidance.  
 
 

Treasury Management Policy Statement 
 

The Treasury Management Code of Practice requires the Council to approve a 
treasury policy statement. The delegation section of this policy was amended during 
the year and the complete revised statement is now provided for Council’s information. 
 
 

RECOMMENDATION 
 
It is recommended that Council  

• approves the Capital Strategy and Treasury Management Strategy Statement 
for 2019/20 financial year as set out in Appendices 1 and 2; and 

• notes the Treasury Management Policy Statement. 
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Capital Strategy Report 2019/20 

Introduction 
This capital strategy is a new report for 2019/20, giving a high-level overview of how 

capital expenditure, capital financing and treasury management activity contribute to 

the provision of Council services along with an overview of how associated risk is 

managed and the implications for future financial sustainability.  

 

Capital Expenditure and Financing 
Capital expenditure is where the Council spends money on assets, such as property 

or vehicles, that will be used for more than one year. In local government this may 

include spending on assets owned by other bodies.  The Council has some limited 

discretion on what counts as capital expenditure, for example assets costing below 

£5,000 are not capitalised and are instead charged to revenue. In addition, 

expenditure incurred on enhancing an existing asset can be capitalised if it either 

extends the asset’s useful life or significantly enhances the service potential of the 

asset. 

In 2019/20, the Council is planning capital expenditure of £8.145m as summarised 

below: 

Table 1: Prudential Indicator: Estimates of Capital Expenditure in £ millions 

Capital Expenditure by 

Directorate 

2018/19 

Forecast 

£m 

2019/20 

Estimate 

£m 

2020/21 

Estimate 

£m 

2021/22 

Estimate 

£m 

Community & Wellbeing  16.221 4.575 16.631 24.748 

Environment 3.134 1.825 1.898 1.570 

Regeneration, Development & 

Planning 
0.285 1.683 1.830 8.000 

Other 0.105 0.062 2.015 6.015 

Total Expenditure 19.745 8.145 22.374 40.333 

 

The main capital projects for 2019/20 include the provision of a new 3G pitch in 

Portavogie, new and upgraded playparks provision and replacement vehicles, plant 

and equipment.  

Governance:  
Each year as part of the Estimates process for the next financial year Council approves 

a capital investment plan, which allocates funding for capital projects for financial 

planning purposes. All one-off projects with gross whole-life costs of greater than 

£500,000 have been ranked using a formal matrix based on corporate alignment, 
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need, risk, readiness and cost-benefit score. This ranking will be reviewed at least 

twice a year.  

 

Projects with a whole life cost of less than £500,000 are not yet formally ranked. In 

addition, property maintenance and vehicle replacement strategies provide a 

framework within which this capital expenditure is incurred. 

 

Projects cannot proceed until there has been some form of assessment of need. For 

one-off projects this takes the form of a business case or economic appraisal. For 

expenditure incurred as a result of a strategy, this assessment is in the form of 

condition surveys or other relevant forms of appraisal. 

 

In addition, major capital schemes are overseen by individual project boards and a 

Corporate Projects Portfolio Board, which reports to the Council’s Corporate Services 

Committee. 

 

All capital expenditure must be financed, either from external sources (government 

grants and other contributions), the Council’s own resources (revenue, reserves and 

capital receipts) or debt (borrowing and leasing). The planned financing of the above 

expenditure is as follows: 

 

Table 2: Capital financing in £ millions 

 

2018/19 

Forecast 

£m 

2019/20 

Estimate 

£m 

2020/21 

Estimate 

£m 

2021/22 

Estimate 

£m 

Capital Grants & Contributions  0.240 1.749 6.488 11.202 

Capital Receipts 0.702 1.597 0.208 0.345 

Revenue 0.038 - - - 

Borrowing 18.765 4.799 15.678 28.786 

Total Financing  19.745 8.145 22.374 40.333 

 

Debt is only a temporary source of finance, since loans and leases must be repaid, 

and this is therefore replaced over time by other financing, usually from revenue which 

is known as minimum revenue provision (MRP). The forecasts for MRP are as follows: 

Table 3: Replacement of debt finance in £ millions 

 2018/19 
Forecast 

£m 

2019/20 
Estimate 

£m 

2020/21 
Estimate 

£m 

2021/22 
Estimate 

£m 

MRP 2.657 3.536 4.532 5.739 
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➢ The Council is required to approve an MRP statement each year.  The full 

MRP statement for 2019/20 can be found on page 8 of this report. 

The Council’s cumulative outstanding amount of debt finance is measured by the 

capital financing requirement (CFR). This increases with new debt-financed capital 

expenditure and reduces with MRP. The CFR is expected to increase by £1.263m 

during 2019/20. Based on the above figures for expenditure and financing, the 

Council’s estimated CFR is as follows: 

Table 4: Prudential Indicator: Estimates of Capital Financing Requirement in £ 

millions 

Capital Financing 

Requirement (CFR) 

31.03.19 

Forecast 

£m 

31.03.20 

Estimate 

£m 

31.03.21

Estimate 

£m 

31.03.22 

Estimate 

£m 

Opening CFR 72.346 88.454 89.717 100.863 

Capital Expenditure 19.745 8.145 22.374 40.333 

Less Capital Grants (0.240) (1.749) (6.488) (11.202) 

Less Capital Receipts applied (0.702) (1.597) (0.208) (0.345) 

Less Reserves Financing (0.038) - - - 

Less MRP (2.657) (3.536) (4.532) (5.739) 

Total CFR 88.454 89.717 100.863 123.910 

 

Asset management 
To ensure that capital assets continue to be of long-term use, the Council recently 

approved an estates strategy and is currently developing an estates management 

plan.   

The strategy has three overarching objectives:  

• To support a refreshed focus on communities and people, economic 

regeneration and tourism, the quality of our environment and the core services 

provided by the Council and is partners.  

• To generate capital and revenue efficiencies to support the delivery of corporate 

objectives and improved social outcomes.  

• To create linkage between capital receipts and revenue efficiencies and the 

process of developing and prioritising capital investment programmes.  
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It has been designed to align with the spirit of the Big Plan ‘Creating Positive Outcomes 

for Everyone’ – the new Community Plan for Ards and North Down and to support the 

Council’s Corporate Plan which runs on a 4-year cycle and is due to be refreshed in 

2019/20 and again in 2024/25.  

On this basis the Ards and North Down Estate Strategy will run from 2020-2025 at 

which point in time it will be refreshed and updated to align with the new Corporate 

Plan. 

Asset disposals 
When a capital asset is no longer needed, it may be sold so that the proceeds, known 

as capital receipts, can be spent on new assets. The Council has included £1.475m 

of capital receipts in its financial plan as follows: 

Table 5: Capital receipts in £ millions 

 2018/19 

Forecast 

£m 

2019/20 

Estimate 

£m 

2020/21 

Estimate 

£m 

2021/22 

Estimate 

£m 

Asset sales nil 1.475 nil nil 

 

Treasury Management 
Treasury management is concerned with keeping sufficient but not excessive cash 

available to meet the Council’s spending needs, while managing the risks involved. 

Surplus cash is invested until required, while a shortage of cash will be met by 

borrowing, to avoid excessive credit balances or unauthorised overdrafts in the bank 

current account. The Council is typically cash rich in the short-term as revenue income 

is received before it is spent, but cash poor in the long-term as capital expenditure is 

incurred before being financed. The revenue cash surpluses are offset against capital 

cash shortfalls to reduce overall borrowing.  

Due to decisions taken in the past, the Council currently has £77.4m long-term 

borrowing at an average interest rate of 5.9% and £3m short-term treasury 

investments at an average rate of 0.75%. 

Borrowing strategy 
The Council’s main objectives, when borrowing, are to achieve a low but certain cost 

of finance, while retaining flexibility should plans change in future. These objectives 

are often conflicting, and the Council therefore seeks to strike a balance between 

cheap short-term loans (currently available at less than 1%) and long-term fixed rate 

loans where the future cost is known but higher (currently up to 3.0%). 

Projected levels of the Council’s total outstanding debt are shown below, compared 

with the capital financing requirement (see above). 
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Table 6: Prudential Indicator: Gross Debt and the Capital Financing Requirement in 

£ millions 

 

31.03.19

Forecast 

£m 

31.03.20 

Estimate 

£m 

31.03.21 

Estimate 

£m 

31.03.22 

Estimate 

£m 

Gross External Debt 78.300 81.422 93.485 116.848 

Capital Financing 

Requirement 
88.454 89.717 100.863 123.910 

Internal Borrowing 10.154 8.295 7.378 7.062 

 

Statutory guidance is that debt should remain below the capital financing requirement, 

except in the short-term. As can be seen from table 6, the Council expects to comply 

with this guidance.   

The difference between the external debt and the capital financing requirement 

represents the Council’s internal borrowing ie. the amount of cash backed reserves 

the Council has available to defer the need to externally borrow for capital purposes. 

 

Affordable borrowing limit 
The Council is legally obliged to set an affordable borrowing limit (also termed the 

authorised limit for external debt) each year.  In line with statutory guidance, a lower 

“operational boundary” is also set as a warning level should debt approach the limit. 

Table 7: Prudential Indicators: Authorised limit and operational boundary for external 

debt in £m 

 2018/19 

limit  

£m 

2019/20 

limit      

£m 

2020/21 

limit        

£m 

2021/22 

limit           

£m 

Authorised limit £88.454 £89.717 £100.863 £123.910 

Operational boundary  £78.300 £81.422 £93.485 £116.848 

 

Investment strategy 
Treasury investments arise from receiving cash before it is paid out again.  

The Council’s policy on treasury investments is to prioritise security and liquidity over 

yield, that is to focus on minimising risk rather than maximising returns. Cash that is 

likely to be spent in the near term is invested securely, for example with the 

government, other local authorities or selected high-quality banks, to minimise the risk 

of loss.  Short-term investments may be held in pooled funds, where an external fund 

manager makes decisions on which particular investments to buy and the Council may 
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request its money back at short notice. Further details on treasury investments are in 

in the treasury management strategy  

Governance 
Decisions on treasury management investment and borrowing are made daily and are 

therefore delegated to the Director of Finance and Performance and staff, who must 

act in line with the treasury management strategy approved annually by Council. 

Reports on treasury management activity are presented to the Corporate Services 

Committee both during the year and the end of each financial year. 

 

Liabilities 
In addition to the forecast debt of £78.3m detailed above, the Council is committed to 

making future payments to cover its pension fund deficit valued at £31.8m (March 

2018). It has also set aside £0.5m to cover risks of public and employee liability 

insurance claims and other environmental and legal liabilities.    The Council is also at 

risk of having to pay a share of potential financial penalties associated with the 

procurement process of a residual waste treatment project. Council has not put aside 

any money for this purpose. 

Governance 
Decisions on incurring new discretional liabilities are taken by members of the 

Corporate Leadership Team in consultation with the Director of Finance and 

Performance. The risk of liabilities crystallising and requiring payment is monitored by 

individual directors and reported to the appropriate standing committee as necessary.  

 

Revenue Budget Implications 
Although capital expenditure is not charged directly to the revenue budget, interest 

payable on loans and MRP are charged to revenue, offset by any investment income 

receivable. The net annual charge is known as financing costs; this is compared to the 

net revenue stream i.e. the amount funded from Council Tax, business rates and 

general government grants. 

Table 9: Prudential Indicator: Proportion of financing costs to net revenue stream 

 

2018/19 

Forecast 

£m 

2019/20 

Estimate 

£m 

2020/21 

Estimate 

£m 

2021/22 

Estimate 

£m 

Financing costs (£m) 5.544 6.515 7.815 9.487 

Proportion of net revenue 

stream 
11.3% 12.8% 14.0% 16.3% 
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Sustainability 
Due to the very long-term nature of capital expenditure and financing, the revenue 

budget implications of expenditure incurred in the next few years will extend for up to 

40 years into the future. Due to the significant capital investment programme, Council 

has prioritised major capital expenditure with a view to ensuring that the proposed 

capital programme is prudent, affordable and sustainable in the longer term.  

 

Knowledge and Skills 
The Council employs professionally qualified and experienced staff in senior positions 

with responsibility for making capital expenditure, borrowing and investment decisions. 

For example, the Director of Finance and Performance, along with his senior team, 

are qualified accountants with substantial experience. The Council pays for junior staff 

to study towards relevant professional qualifications.  

Where Council staff do not have the knowledge and skills required, use is made of 

external advisers and consultants that are specialists in their field. The Council 

currently employs Arlingclose Limited as treasury management advisers and the 

Strategic Investment Board Ltd as property consultants.  This approach is more cost 

effective than employing such staff directly and ensures that the Council has access 

to knowledge and skills commensurate with its risk appetite. 
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Annual Minimum Revenue Provision Policy Statement 2019/20  
 

Where the Council finances capital expenditure by borrowings, 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).  The Act 

and the Local Government (Capital Finance and Accounting) Regulations (NI) 2011 

require the Council to have regard to the Department of Environment’s Guidance on 

Minimum Revenue Provision (the DOE Guidance), most recently issued in 2011.   

The aim of the DOE Guidance is to ensure that debt is repaid over a period that is 

reasonably commensurate with the period over which the capital expenditure provides 

benefits. It requires the Council to approve an Annual MRP Statement each year. 

It is therefore recommended that Council approves the following MRP Statement for 

2019/20: 
 

• For capital expenditure incurred before 1st April 2012 and fully financed from 

borrowings, the revenue provision will be the sum of loan principal repayments 

due and amounts set aside for maturity loans on all borrowings taken out before 

1st April 2012 ie. before the introduction of MRP; 
 

• For capital expenditure incurred after 1st April 2012, MRP will be determined by 

charging the expenditure over the expected useful life of the relevant assets, in 

equal instalments, starting in the year after the asset becomes operational; 
 

• MRP on expenditure not related to fixed assets, but which has been capitalised 

by regulation or direction (eg. public realm schemes), will be charged over the 

period in which the expenditure provides benefit;  
 

• Additional and holiday provisions in the form of voluntary revenue provision 

(VRP) may also be applied. 

Based on the Council’s forecast of its Capital Financing Requirement, the forecasts 

for MRP are as follows: 

MRP Estimates 
2018/19  

£m 

2019/20  

£m 

2020/21  

£m 

2021/22 

£m 

MRP on Capital Exp before  

1 April 2012 
2.153 2.124 2.109 2.061 

MRP on Capital Exp after 

1 April 2012 
1.547 2.696 3.100 3.453 

MRP not related to Capital Exp 0.215 0.216 0.216 0.225 

VRP (1.258) (1.500) (0.893) - 

Total MRP 2.657 3.536 4.532 5.739 
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Treasury Management Strategy Statement 2019/20 

Introduction 
Treasury management is the management of the Council’s cash flows, borrowing and 

investments, and the associated risks. The Council, when borrowing and/or investing 

substantial sums of money is 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 financial risk are therefore central to the Council’s prudent 

financial management.  

Treasury risk management at the Council is conducted within the framework of the 

Chartered Institute of Public Finance and Accountancy’s Treasury Management in the 

Public Services: Code of Practice 2017 Edition (the CIPFA Code) which requires the 

Council to approve a treasury management strategy before the start of each financial 

year. In addition, the former Department of the Environment (DoE) issued Guidance on 

Local Authority Investments in October 2011 that requires the Council to approve an 

investment strategy before the start of each financial year. This report fulfils the 

Authority’s legal obligation under the Local Government Finance Act (Northern Ireland) 

2011 to have regard to both the CIPFA Code and the DoE Guidance. 

In accordance with the DOE Guidance, the Council will be asked to approve a revised 

Treasury Management Strategy Statement should the assumptions on which this report 

is based change significantly. Such circumstances would include, for example, a large 

unexpected change in interest rates, or in the Council’s capital programme or in the level 

of its investment balance. 

 

External Context 

Economic background 

The major external influence on the Council’s treasury management strategy for 2019/20, 

as in the previous year, will be the UK’s progress in negotiating its exit from the European 

Union and other geo-political factors.  

At 1.5%, annual GDP growth for the domestic economy continues to remain below trend.  

Looking ahead, the Bank of England, in its November 2018 Inflation Report, expects GDP 

growth to average around 1.75% over the forecast horizon.  This being the case, the 

Bank of England’s Monetary Policy Committee (MPC), with its inflation-control mandate 

in mind, is expected to further raise interest rates, though at a gradual pace and limited 

in their extent. 
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Credit outlook 

European banks are considering their approach to Brexit, with some looking to create 

new UK subsidiaries to ensure they can continue trading in the UK.  The uncertainty 

caused by protracted negotiations between the UK and the EU is weighing on the 

creditworthiness of both UK and European banks with substantial operations in both 

jurisdictions.  However, with bail-in legislation now in place, which ensures that large 

investors including local authorities will rescue failing banks instead of taxpayers, Council 

has other investment options available to it with lower credit risk than unsecured bank 

deposits; returns from cash deposits will however also remain very low. 

 

Interest rate forecast 

Following the increase in Bank Rate to 0.75% in August 2018, the Council’s treasury 

management adviser Arlingclose is forecasting two more 0.25% hikes during 2019 to take 

UK interest rates to 1.25%.  The MPC continues to have a bias towards tighter monetary 

policy but is reluctant to push interest rate expectations too strongly.  

Gilt yields and hence long-term borrowing rates have remained at low levels but some 

upward movement from current levels is expected based on Arlingclose’s interest rate 

projections. 10-year and 20-year gilt yields are forecast to remain around 1.7% and 2.2% 

respectively over the interest rate forecast horizon, however volatility arising from both 

economic and political events are likely to continue to offer borrowing opportunities. 

Local Context 
On 1st February 2019, the Council held £77.4m of borrowing and £3.0m of investments. 

This level of borrowings is not expected to change significantly for the remaining months 

of 2018/19 but the investment levels are expected to fall as the final payments for the 

construction of the new leisure centre are made. 

Forecast changes in the capital financing and borrowing requirements over the next three 

financial years are shown in table 1 below.   

Table 1: Balance Sheet Summary and Forecast 

 

The underlying need to borrow for capital purposes is measured by the Capital Financing 

Requirement (CFR).  The Council has an increasing CFR due to the capital investment 

 

31.3.18 

Actual 

£m 

31.3.19 

Forecast 

£m 

31.3.20 

Estimate 

£m 

31.3.21 

Estimate 

£m 

31.3.22 

Estimate 

£m 

Capital Financing Requirement 72.3 88.4 89.7 100.9 123.9 

Less: External borrowing  (60.4) (78.3) (81.4) (93.5) (116.8) 

Internal borrowing 11.9 10.1 8.3 7.4 7.1 
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programme, but minimal investments and will therefore be required to borrow up to 

£35.5m over the forecast period from April 2019 to March 2022.  

CIPFA’s Prudential Code for Capital Finance in Local Authorities recommends that the 

Council’s total debt should be lower than its highest forecast CFR over the next three 

years.  Table 1 above shows that the Council expects to comply with this recommendation 

during 2019/20.   

Borrowing Strategy 
The Council is forecast to hold £78.3m of total borrowings by the end of the current 

financial year, 31st March 2019.  This is an increase of £17.9m from 31st March 2018, 

reflecting the Council’s need to finance the capital plan from external sources after the 

utilisation of capital receipts and other usable reserves.  However, with the construction 

of the new £34m leisure centre now complete and a reduced capital budget for 2019/20, 

the balance sheet forecast in table 1 above shows only a modest increase of £1.3m in 

the CFR over the next twelve months.   

Objectives 

The Council’s primary objective when borrowing money is to strike an appropriately low 

risk balance between securing low interest costs and achieving cost certainty over the 

period for which funds are required.   

Strategy 

With short-term interest rates currently much lower than long-term rates, it is likely to be 

more cost effective in the short-term to either use internal resources, or to borrow short-

term loans instead.   

With a modest rise of £1.3m forecast in the CFR for 2019/20, the Council will likely adopt 

a short-term borrowing approach. The benefits of short-term borrowing ie. lower interest 

costs will be monitored regularly against the potential for incurring additional costs by 

deferring borrowing into future years when long-term borrowing rates are forecast to rise 

modestly.   

The Council will continue to monitor interest rates and seek advice from Arlingclose 

throughout the year.  If interest rate forecasts change significantly, this may result in 

borrowing long-term at fixed rates in 2019/20 with a view to keeping future interest costs 

low, even if this causes additional cost in the short-term.  

Approved Sources 

The approved sources of long-term and short-term borrowing are: 

• Government Loans Fund (via the Department of Finance, DoF); 

• any institution approved for investments including UK local authorities; 

• any other bank or building society authorised to operate in the UK; 
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• UK public and private sector pension funds (except NILGOSC and NICS Pension 

Funds); 

• capital market bond investors; 

• special purpose companies created to enable local Council bond issues. 
 

In addition, capital finance may be raised by the following methods that are not borrowing, 

but may be classed as other debt liabilities: 

• leases; 

• hire purchase; 

• sale and leaseback. 

The majority of the Council’s long-term borrowing is from the Government Loans Fund 

but Officers will continue to investigate other sources of finance, such as local Council 

loans and bank loans, that may be available at more favourable rates.  Discussions are 

continuing with the Department of Communities to determine if Northern Ireland Councils 

can access the more favourable rates, already accessible by Councils in Great Britain, 

from the Public Works Loan Board (PWLB).  It is anticipated that most of the short-term 

borrowing will come from other UK local authorities. 

LOBOs 

The Council holds £2m of LOBO (Lender’s Option Borrower’s Option) loans where the 

lender has the option to propose an increase in the interest rate at set dates, following 

which the Council has the option to either accept the new rate or to repay the loan at no 

additional cost.  Although lenders are unlikely to exercise their options in the current low 

interest rate environment, there remains an element of refinancing risk.  The Council will 

take the option to repay LOBO loans at no cost if it is viable and it has the opportunity to 

do so.  Below is a summary of the LOBO loans currently held by Council: 

Lender Loan Amount Interest Rate Expiry Date 

Dresdner Bank AG £1,000,000 5.500% Sept 2023 

Lloyds Bank £1,000,000 6.590% Apr 2025 

  

Short-term and Variable Rate loans 

These loans leave the Council exposed to the risk of short-term interest rate rises and 

are therefore subject to the limit on the net exposure to variable interest rates in the 

treasury management indicators below. 

Debt Rescheduling 

The Department of Finance allows Councils to repay loans before maturity and either pay 

a premium or receive a discount according to a set formula based on current interest 

rates. Other lenders may also be prepared to negotiate premature redemption terms. The 

Council may take advantage of this and replace some loans with new loans, or repay 
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loans without replacement, where this is expected to lead to an overall cost saving or a 

reduction in risk.   

Policy on Borrowing in advance of need 

The Council will not borrow more than or in advance of its needs purely in order to 

speculate from the investment of the extra sums borrowed. However, the Council will 

consider borrowing in advance of its needs to hedge against future interest rate rises, 

although such a strategy will be discussed with the Council’s advisors to ensure that the 

‘cost to carry’ (the cost incurred when borrowing rates are higher than low risk investment 

rates) is carefully considered.  Any decision to borrow in advance will also be within the 

forward approved Capital Financing Requirement estimates.  Since amounts borrowed 

will be invested until spent, the Council is aware that it will be exposed to the risk of loss 

of the borrowed sums, and the risk that investment and borrowing interest rates may 

change in the intervening period.  These risks will be managed as part of the Council’s 

overall management of its treasury risks.    

 

Investment Strategy 
The Council currently holds invested funds of approx. £3m, representing income received 

in advance of expenditure plus balances and reserves held.  This level is expected to fall 

to £nil by the end of March 2019 and remain low during the 2019/20 year, as these funds 

are utilised to contribute to the financing of the capital investment programme.   

Objectives 

Both the CIPFA Code and the DOE Guidance require the Council to invest its funds 

prudently, and to have regard to the security and liquidity of its investments before 

seeking the highest rate of return, or yield.  The Council’s objective when investing money 

is to strike an appropriate balance between risk and return, minimising the risk of incurring 

losses from defaults and the risk receiving unsuitably low investment income. 

Negative Interest Rates 

If the UK enters into a recession in 2019/20, there is a small chance that the Bank of 

England could set its Bank Rate at or below zero, which is likely to feed through to 

negative interest rates on all low risk, short-term investment options. This situation 

already exists in many other European countries. In this event, security will be measured 

as receiving the contractually agreed amount at maturity, even though this may be less 

than the amount originally invested. 

Strategy 

Most of the Council’s surplus cash is invested in short-term unsecured bank deposits and 

money market funds.  Given the increasing risk and continued low returns from short-
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term unsecured bank investments, the Council aims to further diversify into more secure 

and higher yielding asset classes during 2019/20, if investment levels require it. The aim 

of the strategy is to generate a list of highly creditworthy counterparties which will also 

enable diversification and thus avoidance of concentration risk.  Other than short-term 

investments of any monies borrowed in advance of need but within the authorised limits 

over the forecast period, it is expected that minimum levels of investments will be 

maintained. 

Approved Counterparties 

In accordance with guidance from the DOE and CIPFA and in order to minimise the risk 

to investments, the Council will only consider counterparties with a minimum acceptable 

credit quality for inclusion on the lending list.  The Council will therefore adhere to the 

approved counterparty list provided by its treasury advisors, Arlingclose. Arlingclose 

consider credit ratings from a selection of exernal rating agencies together with other 

market factors, with the end product being a listing of the relative creditworthiness of 

counterparties.  This information will be used by the Council to determine which 

counterparties to place investments with and the maximum duration for investments.  

Arlingclose will alert the Council to changes in counterparty creditworthiness and provide 

updated approved counterparty lists as these changes are notified.  Where an entity has 

its credit rating downgraded so that it fails to meet the approved investment criteria then: 

• no new investments will be made; 

• any existing investments that can be recalled or sold at no cost will be; and 

• full consideration will be given to the recall or sale of all other existing 

investments with the affected counterparty. 

Where a credit rating agency announces that a credit rating is on review for possible 

downgrade (also known as “rating watch negative” or “credit watch negative”) so that it 

may fall below the approved rating criteria, then only investments that can be withdrawn 

will be made with that organisation until the outcome of the review is announced.  This 

policy will not apply to negative outlooks, which indicate a long-term direction of travel 

rather than an imminent change of rating. 

Specified Investments 

The Council deals only in specified investments ie. those which offer high security and 

high liquidity and satisfy the conditions set out below: 

• investments denominated in pound sterling, 

• investments due to be repaid within 12 months of arrangement, 

• investments not defined as capital expenditure by legislation, 

• invested with one of: 

o the UK Government, 

o a UK local Council, parish council or community council, or 
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o a body or investment scheme of “high credit rating”, and 

• investments where the principal sum to be repaid at maturity is the same as 

the initial sum invested, other than investments in the UK Government. 

The Council, consistent with advice provided by Arlingclose, defines “high credit rating” 

organisations and securities as those having a credit rating of A- or higher that are 

domiciled in the UK or a foreign country with a sovereign rating of AA+ or higher. For 

money market funds and other pooled funds “high credit quality” is defined as those 

having a credit rating of A- or higher. 

Non-specified Investments 

Non-specified investments are those investments which do not, by definition, meet the 

requirements of a specified investment as set out above. They present a higher risk and 

therefore this Council does not intend to make any Non-Specified investments in 2019/20. 

Investment Limits 

The Council will invest surplus cash balances with each approved counterparty to a 

maximum of the greater of £3m or 30% of the overall investment, allocated in accordance 

with security, liquidity and yield. 

Treasury Management Indicators 

Debt Related Treasury Activity Limits 

The Council measures and manages its exposure to debt related treasury management 
risks using the following indicators and limits: 

 

Interest rate exposure 

This indicator is set to monitor the Council’s exposure to the use of interest rate forecasts 
in its revenue budgets and shows the impact of a 1% rise or fall in interest rates. 
 

Revenue budget impact of a 1% 2019/20 2020/21 2021/22 

rise in interest rates – cost increases by £37,080 £162,039 £397,601 

fall in interest rates – cost reduces by (£37,080) (£162,039) (£397,601) 

 

Upper limits on variable and fixed interest rate exposure 

These identify maximum limits for variable and fixed interest rates based upon the total 
debt position. 
 

Interest rate exposures 2018/19 2019/20 2020/21 2021/22 
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Variable interest rate exposure -  
upper limit 

30% 30% 30% 30% 

Fixed interest rate exposure -  
upper limit 

100% 100% 100% 100% 

 

Maturity structure of borrowing.  

These limits are set to reduce the Council’s exposure to large fixed rate sums falling due 
for refinancing within a short timeframe.  Both upper and lower limits are set as follows: 

Maturity structure of fixed 
interest rate borrowing  

2018/19 2019/20 

Lower 
Limit 

Upper 
Limit 

Lower 
Limit 

Upper 
Limit 

Under 12 months 0% 15% 0% 15% 

12 months to 2 years 0% 15% 0% 15% 

2 years to 5 years 0% 20% 0% 20% 

5 years to 10 years 0% 30% 0% 30% 

10 years and above 30% 90% 30% 90% 

 Investment Treasury Indicator 

Principal sums invested for more than 364 days.  

The purpose of this indicator is to control the Council’s exposure to the risk of incurring 

losses by seeking early repayment of its investments.  As it is not intended to enter into 

any non-specified investments, the Council is asked to approve the following limits: 

 
 

2019/20 
£’000 

2020/21 
£’000 

2021/22 
£’000 

Principal sums invested > 364 days Nil Nil Nil 

 

Other Items 
There are a number of additional items that the Council is obliged by CIPFA or the DOE 

to include in its Treasury Management Strategy. 

Policy on Use of Financial Derivatives 

The Council will not use standalone financial derivatives (such as swaps, forwards, 

futures and options).  Derivatives embedded into loans and investments, including pooled 

funds and forward starting transactions, may be used, and the risks that they present will 

be managed in line with the overall treasury risk management strategy. 

Markets in Financial Instruments Directive (MiFID) 

The Council has retained retail client status with its providers of financial services, 

including advisers, banks, brokers and fund managers, allowing it access to a smaller 
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range of services but with the greater regulatory protections afforded to individuals and 

small companies. Given the size and range of the Council’s treasury management 

activities, the Chief Financial Officer believes this to be the most appropriate status. 

Investment Training 

The Council recognises that investments, as well as wider treasury management issues 

require a high level of specialist knowledge. The Council will review staff training needs 

in respect of Treasury Management skills as part is its Pride in Performance Initiative.  In 

addition, it is recommended that training should be provided for elected members to 

enable them to provide effective scrutiny of the strategy and to have the knowledge to 

make informed decisions. 

Investment Advisers 

Through a collaborative procurement process with the lead Council being Armagh City, 

Banbridge and Craigavon Borough Council, the Council has appointed Arlingclose Ltd as 

treasury mangement advisers.  Whilst Arlingclose provides the Council with specific 

advice on investments, debt and capital finance issues, the Council  recognises that 

responsibility for treasury management decisions remains with the organisation at all 

times and will ensure that undue reliance is not placed upon our external service 

providers.   
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Treasury Management Policy and Practices 

 

Background 

Regulation 19 of the Local Government (Capital Finance and Accounting) Regulations 

(Northern Ireland) 2011 requires the Council, in carrying out its capital finance 

functions, to have regard to the CIPFA Treasury Management in the Public Services 

Code of Practice.   

The Local Government Finance Act (Northern Ireland) 2011, section 25(1), also 

requires a Council to have regard to guidance issued by the Department of the 

Environment on Local Government Investments.   

In setting this policy, Ards and North Down Borough Council will thereby adhere to the 

aforementioned guidance and Regulations and adopt the key principles detailed in 

section 4 of CIPFAs Treasury Management Code of Practice (2017 Edition). 

Accordingly, the Council will create and maintain, as the cornerstones for effective 

treasury management: 

1. a treasury management policy statement, stating the policies, objectives and 

approach to risk management of its treasury management activities 

2. suitable treasury management practices (TMPs), setting out the manner in which 

the organisation will seek to achieve those policies and objectives, and prescribing 

how it will manage and control those activities.  

 

 

Treasury Management Policy Statement 

The Council defines its treasury management activities as “the management of its 

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”. 

 

Objectives and Approach to Risk Management 

This Council regards the successful identification, monitoring and control of risk to be 

the prime criteria by which the effectiveness of its treasury management activities will 

be measured.  Accordingly, the analysis and reporting of treasury management 

activities will focus on their risk implications for the Council, and any financial 

instruments entered into to manage these risks. 

The Council acknowledges that effective treasury management will provide support 

towards the achievement of its business and service objectives.  It is therefore 

committed to the principles of achieving value for money in treasury management. 

 



  Appendix 3 

2 
 

 

Delegated Responsibilities 

The Council delegates responsibility: 

• for the implementation, regular monitoring and approval of its treasury 

management policies and practices to the Corporate Services Committee;  

• for the execution and administration of treasury management practices to the 

Director of Finance and Performance, whose duties will include: 

➢ recommending treasury management policy and practices for approval, 

reviewing the same regularly and monitoring compliance; 

➢ submitting regular treasury management policy reports; 

➢ submitting budgets and budgets variations; 

➢ receiving and reviewing management information reports; 

➢ reviewing the performance of the treasury management function; 

➢ ensuring the adequacy of treasury management resources and skill, and 

the effective division of responsibilities within the treasury management 

function; 

➢ ensuring the adequacy of internal audit and liaising with external audit; 

➢ recommending the appointment of external service providers.  

• for making long-term investment and borrowing decisions to any two of the 

following postholders: 

➢ Chief Executive as Chief Financial Officer 

➢ Director of Finance and Performance 

➢ Head of Finance  

• for making short-term investment and borrowing decisions to any two of the 

following postholders: 

➢ Chief Executive as Chief Financial Officer 

➢ Director of Finance and Performance 

➢ Head of Finance  

➢ Capital, Corporate and Performance Accountants 

  

Reporting Requirements 

The Council will receive reports on its treasury management policies, practices and 

activities, including, as a minimum, an annual strategy and plan in advance of the year, 

a mid-year review and an annual report after the close of the financial year. 
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Treasury Management Practices 
 
CIPFAs Treasury Management Code of Practice recommends that an organisation’s 
treasury management practices (TMPs) include those, from the following list, that are 
relevant to its treasury management powers and activities: - 
 
TMP1  Risk management 
TMP2  Performance measurement 
TMP3  Decision-making and analysis 
TMP4  Approved instruments, methods and techniques 
TMP5  Organisation, clarity and segregation of responsibilities, and dealing 

arrangements 
TMP6  Reporting requirements and management information arrangements 
TMP7  Budgeting, accounting and audit arrangements 
TMP8  Cash and cash flow management 
TMP9  Money laundering 
TMP10 Training and qualifications 
TMP11 Use of external service providers 
TMP12 Corporate governance 
 

TMP1 Risk Management 

General statement 

The Director of Finance and Performance will: 

• design, implement and monitor all arrangements for the identification, 

management and control of treasury management risk; 

• report annually on the adequacy of these arrangements; and 

• report, as a matter of urgency, the circumstances of any actual or likely 

difficulty in achieving the Council’s objectives in this respect.  

 

In respect of each of the following risks, the arrangements which seek to ensure 

compliance with these objectives are set out in the Councils Annual Treasury 

Management Strategy. 

 

1. Credit and Counterparty Risk Management 

This Council regards a key objective of its treasury management activities to be the 

security of the principal sums it invests.  Accordingly, it will ensure that its 

counterparty lists and limits reflect a prudent attitude towards organisations with 

whom funds may be deposited. The Council will limit its investment activities to the 

instruments, methods and techniques listed in its annual Treasury Management 

Strategy and with the counterparties listed within the same document. 

 

2. Liquidity Risk Management 

The Council will ensure it has adequate though not excessive cash resources, 
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borrowing arrangements, overdraft or standby facilities to enable it at all times to 

have the level of funds available to it which are necessary for the achievement of its 

service objectives. 

The Council will only borrow in advance of need where there is a clear business 

case for doing so and where it is for the purposes of the prudent management of its 

financial affairs. It will not borrow purely to invest at a profit. 

3. Interest Rate Risk Management  

The Council will manage its exposure to fluctuations in interest rates with a view to 

containing its interest costs or securing its interest revenues.  

4. Exchange rate risk management 

This is not considered to be a material risk for the Council. 

5. Refinancing Risk Management  

This has not been identified as a risk as the Council has no plans to enter into any 

refinancing arrangements. Recent experience has shown that penalties in respect 

of early redemption of loans outweigh the benefits of re-financing the loans at lower 

interest rates. 

6. Legal and Regulatory Risk Management 

The Council will ensure that all of its treasury management activities comply with its 

statutory powers and regulatory requirements.  It will demonstrate such compliance, 

if required to do so, to all parties with whom it deals in such activities. The Council 

recognises that future legislative or regulatory changes may impact on its treasury 

management activities and, so far as it is reasonably able to do so, will seek to 

minimise the risk of these impacting adversely on the organisation. 

7. Fraud, Error and Corruption, and Contingency management 

The Council will ensure that it has identified the circumstances which may expose it 

to the risk of loss through fraud, error, corruption or other eventualities in its treasury 

management dealings.  Accordingly, it will employ suitable systems and procedures, 

and will maintain effective contingency management arrangements, to these ends. 

8. Market Risk Management   

The Council will seek to ensure that its stated treasury management policies and 

objectives will not be compromised by adverse market fluctuations in the value of 

the principal sums it invests and will accordingly seek to protect itself from the effects 

of such fluctuations. 

TMP2 Performance Measurement 

The Council is committed to the pursuit of value for money in its treasury management 

activities, within the framework set out in its treasury management policy statement. 
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TMP3 Decision-making and analysis 

The Council will maintain full records of its treasury management decisions, and of the 

processes and practices applied in reaching those decisions. 

TMP4 Approved instruments, methods and techniques 

The Council will undertake its treasury management activities by employing only those 

instruments, methods and techniques detailed in its annual Treasury Management 

Strategy. 

TMP5 Organisation, clarity and segregation of responsibilities, and dealing 

arrangements 

The Council considers it essential, for the purposes of the effective control and 

monitoring of its treasury management activities, for the reduction of the risk of fraud 

or error, and for the pursuit of optimum performance, that these activities are structured 

and managed in a fully integrated manner, and that there is at all times a clarity of 

treasury management responsibilities.  

TMP6 Reporting Requirements and Management Information 

Arrangements 

The Council will ensure that regular reports are prepared and considered on the 

implementation of its treasury management policies; on the effects of decisions taken 

and transactions executed in pursuit of those policies; on the implications of changes, 

particularly budgetary, resulting from regulatory, economic, market or other factors 

affecting its treasury management activities. As a minimum the Council will receive an 

annual report on the strategy to be pursued in the coming year, a mid-year review, and 

an annual report after the close of the financial year. 

TMP7 Accounting and Audit Arrangements 

The Council will account for its treasury management activities, for decisions made 

and transactions executed, in accordance with appropriate accounting practices and 

standards, and with statutory and regulatory requirements in force for the time being. 

The Audit Committee will have responsibility for the scrutiny of treasury management 

practices. 

TMP8 Cash and Cash Flow Management 

Unless statutory or regulatory requirements demand otherwise, all monies in the hands 

of this organisation will be under the control of the Director of Finance and 
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Performance and will be aggregated for cash flow and investment management 

purposes.  Cash flow projections will be prepared on a regular and timely basis, and 

the Director of Finance and Performance will ensure that these are adequate for 

liquidity purposes. 

TMP9 Money Laundering 

The Council is alert to the possibility that it may become the subject of an attempt to 

involve it in a transaction involving the laundering of money.  Accordingly, it will 

maintain procedures for verifying and recording the identity of counterparties and 

reporting suspicions and will ensure that staff involved in this are properly trained. 

TMP10 Training and Qualifications 

The Council recognises the importance of ensuring that staff, and elected Members, 

involved in treasury management are fully equipped to undertake the duties and 

responsibilities allocated to them.  It will therefore seek to provide training to enable 

them to acquire and maintain an appropriate level of expertise, knowledge and skills.  

TMP11 Use of External Service Providers 

The Council recognises that responsibility for treasury management decisions remain 

within the organisation.  The Council also recognises that there is value in employing 

external providers in order to acquire access to specialist skills and resources.  In such 

cases, the Council will ensure it does so for reasons which have been submitted to a 

full evaluation of the costs and benefits, and where services are subject to formal 

tender, legislative requirements will always be observed.  

TMP12 Corporate Governance   

The Council is committed to the pursuit of proper corporate governance throughout its 

businesses and services, and to establishing the principles and practices by which this 

can be achieved. Accordingly, the treasury management function and its activities will 

be undertaken with openness and transparency, honesty, integrity and accountability.  

The Council has adopted and has implemented the key principles of CIPFAs Treasury 

Management Code. This is considered vital to the achievement of proper corporate 

governance in treasury management, and the Director of Finance and Performance 

will monitor and, if and when necessary, report upon the effectiveness of these 

arrangements.   
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ITEM 6  
 

Ards and North Down Borough Council 

Report Classification Unclassified 

Council/Committee Special Council 

Date of Meeting 12 February 2019 

Responsible Director Chief Executive 

Responsible Head of 
Service 

Head of Finance 

Date of Report 07 February 2018 

File Reference FIN60 

Legislation Sections 4 and 6 Local Government Finance Act (NI) 
2011 

Section 75 Compliant  Yes     ☒             No     ☐        Not Applicable  ☐ 

Subject Robustness of Estimates and Adequacy of Reserves 

Attachments Appendix - forecast Balance Sheet 

 
Background 

Section 4 of the Local Government Finance Act 2011 requires the Chief Financial 
Officer of a council to submit a report on the robustness of the estimates and for the 
Council to have regard to this report when considering the estimates. 

In addition, Section 6 requires the Chief Financial Officer of a council to submit a report 
on the adequacy of reserves and for the Council to have regard to this when 
considering the estimates. 

Robustness of Estimates 
 
The aim of the Medium Term Financial Plan (MTFP) is to give the Council a realistic 
and sustainable plan that reflects the Council’s priorities and the policy of reasonable 
Council Rate increases as reflected in the Corporate Plan. 

The detailed estimates have been formulated in conjunction with Directors, Heads of 
Service and Service Unit Managers for the various services and underpin the MTFP, 
taking into account forecast outturn, current spending plans and likely future demand 
level and pressures for both revenue and capital expenditure. 
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The Chief Executive is satisfied that the Medium-Term Financial Plan and Budgets 
Report for 2018/19 (as presented at the Special Corporate Services Committee), 
encompassing the capital and revenue budget estimates for 2019/20, has been 
prepared in line with the CIPFA Treasury Management Code, Prudential Code and the 
Code of Practice on Local Authority Accounting and is robust. 

The Chief Executive, however, is mindful that the 2020/21 and 2021/22 projected 
district rates increases are well above forecast inflation. A report will be present to 
Corporate Services Committee in February 2019 with a view to addressing the 
ongoing underlying need to deliver efficiency and control expenditure in order to make 
the Council’s plans sustainable in the medium to longer- terms. 

Adequacy of Reserves 
 
The Local Government Finance Act (NI) 2011 requires the Chief Financial Officer of a 
council to submit a report to council on the adequacy of any proposed level of financial 
reserves for a financial year. 

The Medium-Term Financial Plan and Budgets Report for 2018/19 (as presented at 
the Special Corporate Services Committee) considers the adequacy of the Council’s 
financial reserves for the 2018/19 and 2019/20 financial years (as set out in the 
appendix). The level of forecast financial reserves was in line with the Council’s aim 
of a realistic and sustainable plan that reflects the Council’s priorities and the policy of 
reasonable Council Rate increases. 

Cognisance has also been taken of the CIPFA Local Authority Accounting Panel 
Bulletin 99 (issued July 2014), which gives guidance on the level of reserves and the 
financing of Council expenditure. 

The Chief Executive is content with the adequacy of the Council’s forecast financial 
reserves for 2018/19 and 2019/20 as set out in the appendix. 

 
 

RECOMMENDATION 
 
It is recommended that Council note the report. 
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Appendix – Forecast Summary Balance Sheet 
 
 

 
 
 

Actual Forecast Budgeting

Mar 2018 Mar 2019 Mar 2020

Long Term Assets 232,495,812    243,193,396    240,702,869    

Cash 309,922            62,333              (48,923)             

Other Current Assets 4,996,610        4,996,610        4,996,610        

Short Term Borrowing (2,489,590)       (3,389,590)       (3,389,590)       

Other Current Liabilities (7,941,089)       (7,941,089)       (7,941,089)       

Long Term Loans (57,917,391)     (59,910,559)     (62,934,347)     

Other Long Term Liabilities (32,329,062)     (32,329,062)     (32,329,062)     

Net Assets 137,125,212    144,682,039    139,056,468    

Useable Reserves

Capital Receipts Reserve 2,655,216        1,988,714        1,866,714        

Capital Grants Unapplied Reserve -                    -                    -                    

Revenue Grants Unapplied Reserve 1,151,034        1,151,034        1,151,034        

Capital Fund -                    -                    -                    

Repairs and Renewals Fund 340,598            -                    -                    

Earmarked Funds 2,185,560        2,227,544        677,944            

General Fund 3,614,456        3,314,456        3,314,456        

Unusable Reserves 127,178,348    136,000,291    132,046,320    

Net Worth 137,125,212    144,682,039    139,056,468    
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ITEM 7  
 

Ards and North Down Borough Council 

Report Classification Unclassified 

Council/Committee Special Council 

Date of Meeting 13 February 2018 

Responsible Director Chief Executive 

Responsible Head of 
Service 

Head of Finance 

Date of Report 08 February 2018 

File Reference FIN60 

Legislation Art 8 Rates (NI) Order 1977 

Section 75 Compliant  Yes     ☒             No     ☐        Not Applicable  ☐ 

Subject District Rates 2019/20 

Attachments Appendix 1 

 
BACKGROUND 
 
This report is to present to Members the proposed district rates for the 2019/20 
financial year.  
 
The Special Corporate Services Committee in February has recommended an 
increase in the district rates of 2.90% on the current years’ rates and Appendix 1 sets 
out the formal calculation.  
 
 
 

RECOMMENDATION 
 
It is, therefore, recommended that Council sets for the 2019/20 financial year a non-
domestic district rate of 22.9737p in the pound and a domestic district rate of 0.3262p 
in the pound.  
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Appendix 1 
 
District Rates Calculation 
 

 

Total Amount to be Raised (c/f) 51,036,300

Reduced by Rates Support Grant 0

+/- Balance Applied -300000

Amount to be Raised

(via  District Rates, De-rating and Transferred Functions Grants) 

50,736,300

Total Penny Product (from table below) 2,208,450

Non-Domestic District Rate 22.9737

Council Specific Conversion Factor 0.014198

Domestic District Rate 0.3262

Penny Product Information 

Estimated Penny Product (Rateable) - (To be based on figure 

provided by LPS, DoF, which is total of non-domestic and domestic 

penny products, with rating policy reductions applied; as this is for rate 

setting the council specific conversion factor will have been applied to 

domestic capital values) 2,130,450

Estimated Penny Product (De-rated) (To be based on figure provided 

by DoF) 59,140

Derived Penny Product (Transferred Functions Grant) (Fixed amount) 18,860

Total Penny Product 2,208,450

Grants payable by DfC

Estimated De-rating Grant (DRG) 

(De-rating Grant payable by DfC during year will be Estimated PP (De-

rated) x Non-domestic District Rate) 1,358,665
Transferred Functions Grant (TFG) 

(includes NI Local Government Commissioner for Standards Costs)

(Derived Penny Product (TFG) x Non-domestic District Rate) 433,284
Rates Support Grant 0

Amount payable by DoF

Estimated Amount to be Raised via District Rates (Rateable) 48,944,351


