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Contact Details 07854 997516

Purpose of Report Elaine.standen@beacons-npa.gov.uk

Single Integrated 
Assessment

Decision to retain existing precautionary borrowing limits is 
essentially neutral as the Authority is debt-free but is a 
requirement of CIPFA’s Prudential Code for treasury 
management.

List of  Enclosures none

Recommendation(s) a) That the Authority continues the present arrangements in 
relation to operational and authorised borrowing limits and 
Treasury Management for 2021/22

1.1 Introduction or Background

The Prudential Code, published by CIPFA  (The Chartered Institute of Public Finance and 
Accountancy) requires the Authority to regularly monitor a number of indicators to ensure 
that:

o It is in a healthy financial position 
o It can afford any borrowing that it is planning.
o It has a clear strategy for managing its resources in the coming year.  

1.2  AFFORDABILITY 

No applicable indicators as the authority is debt-free
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1.3  PRUDENTIAL BORROWING LIMITS

The Authority is currently debt free.  Most of the recommended indicators are not applicable. 

However the Authority is required under the Code to set Authorised and Operational limits 
for external debt. 

Authorised Limit - this is the authorised limit for all borrowing plus that for other long-term 
liabilities such as finance leases. It is recommended that the limit of £500,000 continue 
to be used.  This would be used, if required, to finance any short-term cash flow shortfall and 
also to cover the notional liability arising from entering into a leasing agreement which falls 
under the definition of a finance lease.

The Authority has not, to date, needed to borrow for cash flow purposes but may acquire a 
notional liability if any finance leases are entered into.

Operational Boundary – this is based on the Authority’s probable level of borrowing and in 
theory may occasionally be breached. It acts as an early warning of unexpected increases of 
borrowing. Breaches should be monitored by the Finance Manager and reported to Members.

 It is recommended that the Operational Boundary continue to be set at nil.  If a 
notional liability did arise on entering into a finance lease under accounting rules or an urgent 
requirement for funds necessitated short-term borrowing, the Finance Manager would advise 
the Authority.

1.4 TREASURY MANAGEMENT POLICY AND INDICATORS

These indicators are designed to ensure that an Authority does not expose itself to 
unacceptable risks in relation to interest rate fluctuations on sums either borrowed or 
invested by the Authority.   As interest rates continue to be very low, income receivable 
from this source is limited and expected to be so for the coming year.

As stated above those indicators relating to borrowing have no application to the Authority 
while it is debt free.   As noted, Bank of England interest rates remain very low (0.01%) and 
expected to remain so in the medium term.   Access to significantly higher rates is only possible 
with the Authority’s current banking services provider if balances are invested for fixed terms 
of 6 months or more or in notice accounts.  

The receipt of Welsh Government Funding in advance to be spent over a number of financial 
years on a range of projects has added to the balances held in earmarked reserves by the 
Authority and helped to increase the cash surplus held.  To ensure that more interest can be 
earned from the funds, an amount of £2.8 million is held in a Barclays 95-day notice account.  
Consideration is being given to investing additional funds in this account.  Interest rates even 
for this type of deposit are at historic lows.   Funds can be transferred into the current account 



at short notice in the case of unforeseen cash pressures but with loss of interest.  All other 
surplus funds are automatically transferred to a Barclays bank savings account on an immediate 
access basis which attracts a minimal level of interest.  The Authority’s basic banking services 
are currently free of charge, which is worth an estimated £3,000 per annum in reduced costs.  

The recommended limits for the coming year for fixed and variable interest investments are 
shown in the table below.   There is a minimal risk that an unexpected increase in variable 
interest rates might mean a small loss of income if the Authority’s surplus funds had already 
been placed on deposit at a fixed rate.  The options for investing surplus funds will continue to 
be monitored during the year, subject to developments in interest rates.  All the Authority’s 
accounts track the Base Rate.

2020/21

Actual

2021/22

Estimated

Total interest receivable on cash and bank balances. £7,203 £5,000

Upper limit* for fixed rate 0% 0%

Upper limit** for variable rate 100% 100%

Effective range within which interest exposures 
will be managed :

Fixed rate (% of total invested) 0% 0%

Variable rate 100% (ie all investment) or*** £3.9m £4.4m

*the maximum proportion of the authority’s surplus cash which can be invested in fixed 
interest accounts, eg bonds and treasury deposits.

**the maximum proportion of the authority’s surplus cash which can be invested in variable 
Interest rate accounts, eg deposit accounts.

*** estimated maximum cash balance plus £2.8m in 95-day notice account (variable rate 
linked to Base Rate).

1.4 Risks
Risks may arise from instability in financial markets and failures of financial institutions and, as a 
small Authority, BBNPA’s ability to mitigate these risks by spreading investments across a range 
of institutions and financial products as a larger body would do is very limited.  However, it can 
minimise risk by placing its funds only with banks which have a very high credit rating from the 



established ratings agencies.  Barclays Bank PLC has consistently high and stable ratings.  The 
Authority’s LGPS Pension Fund investments are held and managed by Powys County Council in 
accordance with the Local Government Pension Scheme (Management and Investment of Funds) 
Regulations.  The economic impact of Covid19 continues to cause uncertainty and instability in 
financial markets.   

RECOMMENDATION(S):

a)  That the Authority continues the present arrangements in relation to operational and 
authorised borrowing limits and Treasury Management policy for 2021/22.


