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TREASURY MANAGEMENT MID-YEAR REPORT 2025/26 

 
1. Treasury Management Activity 

 
1.1 The Council’s Treasury Management Strategy and associated policies and practices for 

2025/26 were approved in February 2025 by the Council.  The Council manages its cash 
deposits in-house and places cash with institutions on its approved lending list, aiming to 
achieve the optimum rate of return commensurate with appropriate levels of security and 
liquidity.   

 
1.2 The Council’s mid-year cash balance was approximately £103m (the corresponding figure 

for 2024/25 was £193m). The table below provides a snapshot of the Council’s treasury 
management activity cumulative to the end of September: 
 

 
 

1.3 This shows that use has been made of the instant-access money market funds (MMFs) on 
the Council’s counterparty list, and less use made of fixed-term loans to banks and some 
local authorities (which have been grouped together in the table above). This approach 
reflects the Council’s aim to keep much of the Council’s cash deposits liquid, allowing it to 
temporarily defer borrowing and thereby minimise the risk and cost of carrying high cash 
balances. 
 

1.4 The Council’s policy is to benchmark its cash returns against the SONIA (Sterling 
Overnight Index Average) rate, which is the Bank of England’s calculation of the risk-free 
inter-bank interest rate. In the half-year to September the Council earned £3.554m in 
interest, which equates to a rate of return (total interest receivable divided by the average 
outstanding principal) of 4.40%. Over the same period the average adjusted SONIA was 
4.06%. 

 
1.5 There were no changes made to the Council’s lending criteria during the first half of the 

year. The lending list itself is regularly monitored, and updates are provided by LGPS 
Central.  

 
2. Long Term Borrowing 
 
2.1 Over the past several years the Council has temporarily financed some of its capital 

programme by using cash balances. This is sometimes referred to as ‘internal borrowing’. 
Cash-backed earmarked reserves, the general fund reserve and working capital can 
provide funds to cover capital expenditure until such time as this cash is required for its 

Total B/f Total Raised Total Repaid Outstanding

£000 £000 £000 £000

SANTANDER 0 20,000 0 20,000

LOCAL AUTHORITY 70,000 40,000 -100,000 10,000

INSIGHT MMF 0 121,050 -121,050 0

LGIM MMF 25,000 43,350 -43,350 25,000

BLACK ROCK 0 105,600 -105,600 0

JP MORGAN 0 133,250 -133,250 0

ABERDEEN STANDARD 23,400 124,500 -144,025 3,875

FEDERATED 10,000 125,390 -110,390 25,000

AVIVA MMF 25,000 16,800 -22,850 18,950

153,400 729,940 -780,515 102,825
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specific, non-capital purpose. At the beginning of 2025/26 the Council’s internal borrowing 
stood at £251m. 

 
2.2 This strategy minimises external borrowing, thereby allowing the Council to make short-

term savings. It also reduces short-term credit risk since it means we hold lower cash 
balances. However, these benefits must be weighed against future interest rate risk, and 
postponing borrowing while market interest rates are increasing could lead to increased 
costs in the long term. 
 

2.3 In May 2025 £4.9m of PWLB long-term debt matured, and a £10m ‘LOBO’ loan was repaid 
to FMS Wertmanagement in June. A further £5.3m of PWLB debt is due to mature in 
November. No new loans have been raised since the start of the financial year. 
Outstanding long-term debt at 31 March 2026 is currently forecast to be £442.2m. 

 
2.4 The Treasury Management Strategy approved in February 2025 forecast that the Council 

would require no actual borrowing during 2025/26, using instead its cash balances on a 
temporary basis. Throughout the year this nil borrowing requirement has been regularly 
reviewed in light of updates to the capital programme, and to the forecast use of reserves. 
 

2.5 The chart below shows how the Council’s total borrowing compares with the prudential 
indicators and that borrowing is being managed within these limits. The operational 
boundary for 2025/26 was set at £515m and the authorised limit at £540m. 

 

 
 

2.6 The chart below shows how the Council’s existing borrowing is set to mature over the next 
50 years. With one or two exceptions, principal repayments average around £10m p.a. 
until 2069. Such a spread minimizes the risk that, overall, replacement borrowing suffers 
from adverse interest rates in any given year. 
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2.7 The following chart shows that PWLB interest rates increased by around 0.5% over the 
first half of the financial year. 
 

 
 

2.8 Treasury officers, guided by the Treasury Management Group, continue to monitor rates 
from both the PWLB and the market with a view to borrowing when this becomes 
necessary and the rates favourable. 
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