
AC 

 
 

Meeting: AC09A 10:11 32 Date: 24.02.11 

Audit Committee – 24th February 2011 
 

9. Treasury Management Strategy Statement and Investment Strategy 
2011/12 
 

Strategic Director: Mark Williams, Chief Executive 
Assistant Director Donna Parham, Finance and Corporate Services 
Service Manager Amanda Card, Finance Manager 
Lead Officer: Karen Gubbins, Principal Accountant – Exchequer 
Contact Details: karen.gubbins@southsomerset.gov.uk or (01935) 462456 

 
Purpose of the Report 
 
This report has been prepared for Audit Committee who have been tasked with the 
scrutiny of treasury management and to recommend to full Council the Treasury 
Management Strategy Statement and Investment Strategy for 2011/12. 
 
Recommendation 
 
To recommend the Treasury Management Strategy Statement and Investment Strategy 
for 2011/12 to full Council; 
 
Background 
 
The Chartered Institute of Public Finance and Accountancy’s Code of Practice for 
Treasury Management in Public Services (the “CIPFA TM Code”) and the Prudential 
Code require local authorities to determine the Treasury Management Strategy 
Statement (TMSS) and Prudential Indicators on an annual basis.  
 
CIPFA has defined Treasury Management as: 
 

“the management of the organisation’s 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.” 

 
The 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. Specific treasury management risks are identified in the Council’s approved 
Treasury Management Practices. The risks include: 
 

• Liquidity Risk (Adequate cash resources) 
• Market or Interest Rate Risk (Fluctuations in the value of investments). 
• Inflation Risks (Exposure to inflation) 
• Credit and Counterparty Risk (Security of Investments) 
• Refinancing Risks (Impact of debt maturing in future years). 
• Legal & Regulatory Risk (Compliance with statutory and regulatory 

requirements). 
 
The Local Government Act 2003 requires the Council to ‘have regard to’ the Prudential 
Code and to set Prudential Indicators for the next three years to ensure that the 
Council’s capital investment plans are affordable, prudent and sustainable.  The Act 
therefore requires the Council to set out its treasury strategy for borrowing and to 
prepare an Annual Investment Strategy; this sets out the Council’s policies for managing 
its investments and for giving priority to the security and liquidity of those investments.  
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The proposed strategy for 2011/12 takes into account the Council’s current treasury 
position and the approved Prudential Indicators and draws upon the forecasts for interest 
rates provided by the Council’s treasury advisers. 
 
The Strategy is attached at Appendix 1 (pages 35-63) and is split into the following main 
areas: 
 

• Background 
 

• Balance Sheet and Treasury Position 
 

• Outlook for Interest Rates  
 

• Borrowing Requirement and Strategy  
 

• Debt Rescheduling  
 

• Investment Policy and Strategy  
 

• Balanced Budget Requirement 
 

• 2011/12 MRP Statement  
 

• Reporting 
 

• Other Items  
 
Financial Implications 
 
There are no financial implications in accepting this report and the associated 
recommendations. 
 
Background Papers: Cipfa Treasury Management Code of Practice 

Arlingclose Technical Paper – Revisions to the TM Code and 
Prudential Code 
Treasury Management Practices 

 
 
 
 




