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21 March 2025

Appendix 1 Annual Treasury Management Policy Statement and Investment
Strateqy

TREASURY MANAGEMENT POLICY STATEMENT

1. The Authority defines its Treasury Management activities as “The management of the
organisation’s 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”.

2. The identification, monitoring and control of risk is the primary criterion by which the
effectiveness of Treasury Management activities will be measured, with value for money an
important but secondary objective.

3. The Annual Treasury Management and Investment Strategy sets out the means by which the
above objectives will be achieved.

4. The Peak District National Park Authority has determined responsibilities for Treasury
Management within its Standing Orders as follows:-

INVESTMENTS AND BORROWING

5. The Authority maintains a treasury management policy statement, stating the policies,
objectives and approach to risk management of its treasury management activities; and
adopts suitable Treasury Management Practices, setting out the manner in which the
organisation will manage and achieve those policies and objectives

6. The Authority receives reports on its treasury management policies, practices and activities,
including as a minimum, an annual strategy and plan in advance of the year, and an annual
report after its close.

7. The Authority delegates responsibility for the implementation and regular monitoring of its
treasury management policies and practices to the Audit, Budget & Project Risk Group, and
for the execution and administration of treasury management decisions to its Chief Finance
Officer, who will act in accordance with the organisation’s policy statement and Treasury
Management Practices, and CIPFA’s Standard of Professional Practice on Treasury
Management.

8. Members of the Peak District National Park, during the full Authority meeting, are
responsible for approving the Treasury Management strategy and policies. Additionally, the
Authority’s borrowing limits receive annual approval based on advice from the Chief Finance
Officer.

9. The Authority’s borrowing limits will be approved annually at an Authority meeting based on
the advice of the Chief Finance Officer.
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Treasury Management Practices

The Authority’s Chief Finance Officer will design, implement and monitor arrangements for the
proper control of Treasury Management activities, within the constraints of the Annual Treasury
Management and Investment Strategy approved by Members, categorised into the 8 “practices”,
or subject areas, defined by the Code:-

1 Risk Management

Credit & Counter-party risk — The security of sums invested

Liquidity Risk Management — working capital requirements

Interest Rate Risk — exposure to fluctuations in interest rates (costs or revenues)
Exchange rate risk — fluctuations in exchange rates

Re-financing risk — terms of renewal

Legal and Regulatory risk — compliance

Fraud, error, corruption — suitable systems and procedures

2 Performance Measurement

¢ Consideration of alternative methods of delivery and performance indicators

3 Decision Making & Analysis

¢ Maintenance of records of decisions

4 Reporting Arrangements

e Standing Orders sets out the respective Member and Officer responsibilities

5 Budgeting, Accounting and Audit Arrangements

e The cost of, and income arising from, Treasury Management activities will be reported in
the annual Outturn report and to the Budget Monitoring Group

6 Cash Flow Management

e Central control and aggregation of all cash flows to ensure liquidity

7 Use of External Service Providers

e Monitoring and procurement of external advice

8 Corporate Governance

o Assessment of effectiveness of Treasury Management activities
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TREASURY MANAGEMENT STRATEGY

Borrowing

1. We have several borrowing options, including market loans, PWLB, or internal funds. We
prefer to use our cash reserves with North Yorkshire Council for financial benefit before
seeking external borrowing.

The Authority may borrow for two reasons:

()  To fund its capital programme within the Prudential Code limits,
and
(i) temporarily pending the receipt of revenue monies.

2. The main source of any new long term borrowing will be from the Public Works Loans Board
(PWLB). Where leases are taken out the lease provider will provide finance, if considered to
be cost effective.

3. Where the Authority is financing capital expenditure over a long term period (up to 25 years)
the policy will be to seek fixed interest rate borrowing over the same time period in order to
reduce overall interest rate risk in future budgets.

4, The Prudential Code requires the Authority to agree and monitor a number of prudential
indicators with the objective of controlling and managing the Authority’s overall debt
exposure. These indicators are mandatory, but can be supplemented with local indicators if
this aids interpretation; no local indicators are currently used; however as part of the
decision making on investment proposals common accounting decision making tools such
as net present value, profitability indices and Interest cover ratios are used, together with
assessment of the “exit” value of any investment proposal; these tests are intended to
reduce the risk of the debt being a future burden on the Authority’s revenue budget. The
mandatory prudential indicators cover affordability, prudence, capital expenditure and debt
levels. The main benefit to the Authority is that there remains no external restriction on
capital investment, subject to Government reserve powers to restrict borrowing for national
economic reasons.

5. Actual and Estimate of Total Capital Expenditure to be incurred — these figures
represent best estimates. As the title suggests, the figures include total expenditure on
capital items, including assets financed from revenue, capital grants or use of capital
receipts, as well as borrowing. The estimates for future capital expenditure tend to be
aggregations of a number of capital projects already delegated to officers (e.g.
refurbishment of tenanted properties, ICT expenditure etc.) projects already approved by
Members, plus the estimated impact of other projects in the approved Capital Programme.
The figures below include items already approved plus an estimate of items still requiring
approval as part of the Capital Strategy. The values are indicative forecasts for now with no
commitments attached.



National Park Authority Meeting — Part A
21 March 2025

Forecast Estimate Estimate Estimate Estimate

Financing of Capital Expenditure 2024125 2025126 2026127 2027128 2028129 Total

£000 £000 £000 £000 £000 £000
Capital Grant 5847 -1,692 8 -1.000.0 4503 -10.0 -3.737.8
Borrowing 0.0 0.0 -542 3 -1.475.0 250 -2.042.3
Reserves -475.0 -790.0 -950.0 -A87.7 -250.0 -2.962.7
Financed from Revenue 0.0 0.0 -100.0 -100.0 -100.0 -300.0
Total Financing -1,059.7 -2,482.8 -2,592.3 -2,513.0 -385.0 9,032.8

Under current economic circumstances a high proportion of the total will be financed from
internal borrowing, where grant funding is not available, as this is likely to be more cost
effective in the short to medium term. The decision to borrow externally versus internally will
be scrutinised on a case by case basis, to ensure the Authority is still receiving the best
return on investments and minimising external interest commitments.

Actual and Estimate of Capital Financing Requirement (C.F.R) — The underlying need to
borrow for capital purposes, after all other sources of capital financing available in each year
are taken into account (i.e. after direct support of capital expenditure from revenue, capital
grants or use of capital receipts). The CFR decreases from 2024/25 onwards reflecting
actual and potential Capital Programme projects, with projects being funded from capital
grants, capital receipts and other reserves rather than borrowing. However, from 2026/27,
the CFR increases, as there are currently no other sources of financing to fund. In the event
of more capital grants/receipts becoming available in later years, these will be utilised first.

Forecast Estimate Estimate Estimate Estimate
Capital Financing Requirement 2024125 2025/26 2026727 2027128 2028129
£000 £'000 £000 £000 £000
CFR 910.6 T41.7 1,128.0 2.478.1 2,378.8

Affordability

The ratio of financing costs to overall net revenue stream — These indicators identify the
proportion of financing costs measured against overall net revenue. Financing costs are the
Internal annual principal and interest payments on the estimated debt outstanding. Overall
net revenue is the core National Park Grant.

Forecast Estimate Estimate Estimate Estimate
Ratio of financing costs to net
revenue stream 2024/26 2025/26 2026/27 2027128 2028/29
£'000 £'000 £'000 £'000 £'000
Financing Costs 178.0 174.9 2143 289.6 289.0
Net Revenue 6,698.8 6,096.0 6,698.8 6,698.8 6,698.8
Percentage 3% 3% 3% 4% 4%

The ratio increases in the later periods reflecting the increase in capital investments. The
amounts are still considered to be affordable as the borrowing costs will be met largely from
additional income sources and not National Park Grant.
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Prudence

Net Borrowing and the Capital Financing Requirement — This indicates the net long term
debt outstanding for the Authority, after accounting for the availability of any temporary
invested sums, in the previous, current and next three financial years.

Forecast Estimate Estimate Estimate Estimate
2024/25 2025/26 2026127 2027728 202829
£'000 £'000 £'000 £'000 £'000
CFR 910.6 477 1.126.0 24781 2.376.8
Temporary investments -6,698.8 -5,096.0 -5,6958.8 -5,696.8 -5,698.8
let External Borrowing -5,788.2 -5,348.2 -5,570.8 4,220.8 -4,320.0

The excess of investments over capital borrowing mainly reflect the quarterly claims of
National Park Grant drawn down in advance of expenditure, to meet working capital needs,
plus recent capital receipts, reserve levels, and grant income received in advance of
expenditure. The level of borrowing is considered to be prudent.

The Authorised Limit — This represents the limit beyond which borrowing is prohibited, and
needs to be set and revised if necessary by members. It is recommended that the limit is set
at the following levels to reflect the Capital Financing Requirement, plus a margin to allow
some flexibility within the estimated levels of capital expenditure. With the availability of
additional capital funding from Defra in 2025/26, we expect to fund capital projects, primarily
from Capital Grants in year.

Authorised Limit 2024/25 2025/26 2026/27 2027/28 2028/29
£m £m £m £m £m
Baorrowing 30 30 30 30 30
Other Long Term Liabilities NIL NIL NIL NIL NIL
Total 3.0 30 30 30 3.0

The Operational Boundary — This indicator is based on the probable external debt during
the course of the year; it is not a limit and actual borrowing could vary around this boundary
for short times during the year.

Operational Boundary 2024/25 2025126 2026/27 202728 2028/29
£m £m £m £m £m
Borrowing 2.5 25 25 25 25
Other Long Term Liabilities NIL NIL NIL NIL NIL
Total 2.5 25 25 25 2.5

Actual External Debt — This is actual borrowing plus actual other long-term liabilities at a

certain point in time.
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Forecast Estimate Estimate Estimate Estimate
Actual External Debt 2024/25 2025/26 2026/27 2027128 2028/29
£'000 £'000 £'000 £'000 £'000
External Debt 296.3 261.5 224.9 186.7 146.6
4. The Chief Finance Officer will monitor the application of these prudential indicators, as

required by the Code, and will bring forward to the Authority any significant deviation. The
CFO is required to bring a report specifically to the Authority if the Authorised Limit is likely to
be breached, for the Authority to determine whether the limit should be raised, or whether
alternative procedures to keep within the existing limit are appropriate.

5. Maturity Structures & Longer Term Investments

Maturity Structure of Borrowing — Upper and Lower Limits for Maturity Structure

The Authority is likely to have most new debt at a maximum of 25 years, although in
circumstances when the life of an asset is less the period may be shorter; to allow maximum
flexibility there are no restrictions proposed on the maturity structure of debt.

Total Principal Sum Invested for Period Longer than 364 Days

Investment of sums for periods longer than 364 days is restricted to the limits set out in
NYC'’s Investment Strategy, the exposure of the Authority being a pro-rata share of any risk
arising as a result.

Minimum Revenue Provision Policy Statement

The Minimum Revenue Provision (MRP) represents the sum that Local Authorities must
allocate annually from their revenue account to repay debt. This allocation is designed to
facilitate the annual repayment of both the outstanding loan principal and interest charges.
The overarching objective of this provision is to align the debt repayment period with the
duration over which the capital expenditure yields benefits

With regards to the statutory guidance on MRP, the Peak District National Park Authority
has implemented the Asset Life Method. This method calculates MRP based on the
estimated lifespan of the underlying asset. The advantage of this approach is that it ties the
budgetary provision for debt repayments to the lifespan of the assets acquired. This ensures
the availability of funds for asset replacement when they reach the end of their useful life

The actual computation of the MRP is grounded in the annuity option. As a result, the MRP
escalates over the lifespan of the underlying asset supported by the debt. Conversely, the
interest charge decreases, maintaining a constant debt repayment value. This method
provides a balanced approach to debt management, ensuring financial stability for the
authority

Investment Strateqy

1. The Annual Investment Strategy serves as a strategic plan for the Authority to effectively
manage its surplus funds. These funds, which are allocated for specific reserves, are
projected for use in the forthcoming years. In the short-term, the Authority prudently invests
these funds to generate returns, thereby ensuring an efficient management of the reserve
balances. This approach not only maximises the value of the reserves, but also contributes to
the financial sustainability of the Authority.
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2. The Authority’s Treasury Management function, including investments, is managed by North
Yorkshire Council (NYC) by way of a three year Service Level Agreement, subject to a six
month notice period. The current SLA ends on 5th April 2026.This partnership takes
advantage of the Council’s expertise in treasury management to manage the Authority’s
finances effectively and professionally. It also demonstrates our commitment to teamwork and
efficient use of resources, which in turn enhances the performance of our treasury
management practices.

3. It is recommended that surplus funds are invested only with North Yorkshire Council who will
pay interest at an appropriate money market rate on this cash. This policy meets the
Authority’s objectives of ensuring a return on its surplus funds while minimising risk, and is
consistent with DLUHC guidelines on investment strategy. The Authority’s funds available for
investment represent an average of about £9m during the year, whereas the investment
framework for North Yorkshire Council’s portfolio encompasses between £424m to £460m of
investment interest, supported by their in-house professional team and professional
investment advice.

4. Interest receipts are sensitive to changes in interest rates and cash flows. Base interest rates
have decreased from 5.25% in April 2024 to 4.50% in February 2025. It is expected that
interest rates will fall significantly over the next 3 years and could be as low as 2.5% by the
end of 2027. The decision to cut interest rates is expected due to faltering economic growth
and lower inflation rates, which currently stands at 3% The actual average investment rate at
December 2024 was 5.05% and interest receipts are expected to be a higher than the budget.
We are forecasting actual receipts to be circa £450k (Budget £360K).

5. In order to ensure that investments made by NYC on behalf of the Authority adhere to our
own Investment Strategy, the Authority is required to adopt/adhere to the NYC Investment
Strategy and the approved 2025/26 NYC Investment Strategy is appended, for adoption by
this Authority, in Appendix 2. This contains the full NYC Treasury Management report and
contains economic data and forecasts which may be of interest.

The Treasury Management Services to be provided by NYC include, but is not limited, to the
following:

(i) A daily sweep of the Authority’s bank accounts will be made to transfer the credit/debit
balance on the accounts to/from NYC

(i) Funds transferred through the daily sweep facility will be invested together with funds of
NYC and those of other organisations for whom it provides a Treasury Management
Service

(i) Investment of sums in accordance with the agreed Treasury Management Strategy
including the adherence to any procedures specified in the statement

(iv) The calculation of interest due to the Authority at a daily rate

(v) The transfer of interest earned to the Authority on a quarterly basis
(vi) Provision of quarterly details of interest earned to the Authority
(vi) Support and information on investment reporting as required

The Authority’s funds are pooled with those of other bodies, and the arrangement therefore
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requires a joint sharing in the rates of return, but also a shared risk. The precise
arrangements are as follows:-

0] NYC collects all available balances from the Authority and other organisations using
the NYC Treasury Management service and pools with NYC funds. These
aggregated balances are then invested in accordance with the agreed Investment
Strategy.

(i) For practical purposes therefore every investment contains an element of each
organisation’s balances and no individual loan is earmarked as solely the funds of one
particular organisation.

(iii) In the event of a default of an individual loan, each organisation using the NYC
Treasury Management service shall bear a consequential loss. The extent of that loss
for the Authority and other organisations will be calculated based on the balances of
the Authority and other organisations on the day of default. For example:

£1m defaulted loan

Daily Share of

Balance % Loss

£k £k
NYCC 175,000 86.5 865
PDNPA 5,000 2.5 25
Authority A 9,000 4.5 45
Authority B 3,000 1.5 15
Authority C 3,000 1.5 15
Authority D 7,000 3.5 35
Total 202,000 100.0 1,000

In addition, NYCC agrees that the Default Loan procedure will not apply if the actions of
NYCC in the money market are clearly proven to have been contributory to any loss(es) of
the Authority’s funds managed under the terms of the Agreement.

NYCC calculates an average rate of interest earned on the total pooled investment on a
monthly basis.

Interest Rate Strateqy

1. While the investment of surplus balances is managed by NYC under the treasury
management SLA, it remains crucial for the Authority to keep a close eye on national interest
rates. This vigilance ensures that the forecasts in the Medium-Term Financial Plan (MTFP)
remain relevant and accurate.

2. Longer term interest rates are more relevant for the funding of the capital programme. The
Authority should evaluate the Public Works Loan Board (PWLB) certainty rates for long-term
borrowing needs. If these rates are advantageous, the Authority might consider securing
some long-term borrowing to finance its capital projects. However, due to substantial reserve
balances, internal borrowing remains the preferred option.

3. Potential Rate Cuts: The Authority should be prepared for further rate cuts, which are
anticipated over the next two years. These cuts will affect the return on the Authority’s
investments and the cost of its borrowings. High interest rates over the last two years, have
helped bolster the Authorities reserves, whilst offsetting expenditure to balance the budget.
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Forecasted, reduced rates, have been used in the Authorities Medium Term Financial
Forecast, to ensure we are aligned to the predicted rate cuts.

4. Regular Review: The Authority should routinely reassess its interest rate strategy in light of
fresh economic data releases, clarifications from the Monetary Policy Committee (MPC)
regarding its monetary policies, and changes in the Government’s fiscal policies.



