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Room 151’s survey of investment expectations has been running 
successfully for a few years now, with results that are invariably 
interesting in themselves but also, in series, bring insight into 
changing views and expectations.

For LATIF North, the wish was to seek your views again, but on 
a different set of the issues confronting the sector. This time the 
decision was to look more broadly but, recognising the trade-off 
between range and depth, how much is covered and how deep you 
can go, to focus on a few of the key issues and so have the chance to 
dig a little below the surface. 

What made the cut? Obviously structural issues such as Brexit and 
MIFID, but whilst the first has had the effect of increasing caution, 
the other seems to have passed the sector by, leaving behind a legacy 
of workload but not impact. Respondents were more exercised by 
financial pressures which are already at crisis level for some and 
are building for all. There was recognition that many would move 
further along the road to commercialism and worries that others 
might be forced into section 114 notices. Against this background 
IFRS9 was seen as an unwelcome distraction, with strong support 
for a statutory override.

Who responded? The respondents were the individuals making the 
treasury decisions and an encouraging strength of the survey was its 
broad base, unbiased by region, council type or political affiliation.

Overall, a strong start to what should be an annual event. I wonder 
how many of today’s key issues will feature again in 2019?   

Foreword

John Kelly, CCLA 
Director, Client Investments
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Q4: Political control  
of your council?

38.37%

0% SNP

12.79%

43.02% Conservative

Labour

5.81% Liberal democrat

Other

Demographics

No59.3%

Q1: Are you your 
council’s s151 officer? 40.7% Yes

Q3: Council type
10.47%

22.09%

22.09%

26.74%

County

4.65%  City 

Unitary

Borough

District

6.98% London Borough

1.16% Combined Authority

5.81% Other

Q5: Under the current 
government framework 
for local government 
finances, how confident 
are you that your 
council is financially 
sustainable? 

0.00% Not confident at all

16.28% Very confident

39.53% Somewhat confident

33.72% Neutral

10.47% Not very confident

Q6: How many 
section 114 notices 
do you expect to see 
issued in the next 12 
months (excluding 
Northamptonshire)?

1.16% More than 10

3.49% 5-10

24.42% None

51.16% 1 or 2

19.77% 3-5

Q7: What impact has 
the funding squeeze 
had on your treasury 
management strategy?

30.23%

36.05%

10.47%

23.26%

No impact

We have started to invest in higher yielding instruments/
asset classes as a result of the funding squeeze

Our TMS has become more conservative 
as a result of the funding squeeze

Other

Q8: Do you expect 
Brexit to impact local 
government financial 
sustainability? 65.12% Yes, for the worse

0.00% Yes, for the better

34.88% No, not really

Sustainability

90.7%
Q2: Do you manage  
your councils  
treasury investments?

9.3% No

Yes90.7%

Total number of respondents: 86

SURVEY SURVEY
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Business  
rates

“ 
Control  

of business 
rates

“ 
More clarity over 

business rates 
retention and full 

funding of additional 
responsibilities.

“ 
Drop business rates 
retention and apply 

fair-funding to the areas 
where there are higher 

levels of need.

“ 
Genuine devolution  
of funding decisions  
to local government;   

e.g. removal of council tax 
referendum limit [and] 

power to flex business rates 
up and down.

“ 
Greater reward for growth 

via retained business rates. 
Under the current regime we 

get to keep just £3m out of 
the £50m we bill and collect. 
That isn’t 50% localisation, 

and gives little or no 
incentive!

“ 
Ensure power stations 
are removed from the 

calculations for local business 
rates given Government 

policy adversely influences 
the impact disproportionately 

on the business rates base.

“ 
Appeals  

for business rates  
nationalised.

“ 
Stability around  

business rates

“ 
Clarity about the 
split of retained 
business rates 
between local  

government tiers.

“ 
Return business 

rates to local 
authority control. 

The current system 
is far too  
complex.

“ 
Full retention  

of business rates.

“ 
Ability  

to raise business  
rates locally.

“ 
Certainty over  

10-15 years

“ 
A rolling three-year 

settlement to allow for 
longer-term financial 

planning

CLARITY, 
CERTAINTY  

& SIMPLICITY 
OVER THE LONG 

TERM

“ 
A funding  

scenario that we can 
plan for…the level of 
uncertainty in future 

funding forecasts  
is huge.

“ 
Greater certainty 

over funding for local 
government beyond 

2018/19, with funding for 
social care being addressed 

without detriment to 
district councils.

“ 
Ongoing four-year 

settlements that 
include the  
full picture

“ 
Logical and simpler 

framework, reflecting 
consistent approach 

for users

“ 
More certainty

“ 
For it to be  

simplified and 
funding to be set by 
central government 

earlier than  
at current.

“ 
Clarity and  

a much longer 
term focus.

“ 
Fixed funding over 
a longer time frame 

which takes into 
account up to date 

needs data.

COUNCIL  
TAX & NEW 

HOMES  
BONUS

“ 
A fundamental  

review of the  
council tax  

system.

“ 
Scrap the cap! 

Remove the need for 
referendums above  

a given level.

“ 
I would like the negative 

grants to be removed, as this 
seems incredibly unfair. In 

terms of borrowing , the cap 
being removed from the HRA 

completely and local authorities 
having greater freedom to borrow 

and invest to make up  
for the reduction in  

grant funding.

“ 
Remove the 

referendum limit so 
we can set council tax 

where needed

“ 
Full devolution and total 

control over council tax and 
business rates (valuations 
and rates) plus ability to 

levy other local taxes  
(e.g. sales, tourism).

“ 
Council tax reform, 

preferably revaluation, at 
least additional bandings 
e.g. I-J for higher valued 

properties

ADULT SOCIAL 
CARE & 

CHILDREN’S 
SERVICES

“ 
Recognition that  

some services are so 
important they need 

national funding to ensure 
there isn’t a postcode lottery 

of service delivery based  
on ability to afford  

services locally. 

“ 
Sufficient funding 

(particularly around 
social care) and a 
long-term funding 

framework so we can 
plan effectively

“ 
Proper independent 

assessment of the 
funding that should 
be made available to 

local government.

“ 
Stop the cuts and 
adequately fund 
adult social care 

and children’s 
safeguarding.

“ 
Support for ASC and 

children’s services demand 
pressures, fairer funding 

distribution and clarity as 
to what the framework will 

be in 2020/21

“ 
A more realistic 

settlement in respect 
to adult social care  

& all education.

“ 
Greater recognition 
of pressures caused 
by increasing adult 
social care by grant 

settlement.

“ 
Additional funding 

into the system, 
national response 

to social care 
funding

“ 
Need more funding 

for children’s services 
particularly looked-

after children.

Q9: In a sentence or two, what is 
the one change you would like to 
see to the current framework for 
local government funding?

SustainabilitySURVEY Sustainability
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TRANSPARENCY, 
FREEDOM, 

FLEXIBILITY & 
FAIRNESS

“ 
An honest and 

realistic discussion 
about how to fund 
local government.

“ 
More continuity on the 

level of funding from 
central government and 
business rates, to allow 

for better planning. There 
is too much year-on-year 

uncertainty

“
Forward guidance/

settlements so 
decisions can be 

taken with informed 
foresight & not worst 

case scenarios.

“ 
Have the regulations 

set by individuals 
who understand local 
government finance 

and context

“ 
Government 

recognition of 
increasing difficulty 
of providing services 

with insufficient 
resources

“ 
I’d like to see  

a fairer method of 
distribution between 

local authorities.
“ 

Greater transparency 
and honesty in the 
funding pressures 

and (in my dreams) 
parity with health 

funding

“ 
More freedom to 

invest based on sound 
principles, without the 
government worrying 

about the perceptions of 
the private sector

“ 
Fairer allocation  

of funds  
taking account  
of deprivation.

“ 
A recognition  

nationally that the 
largest influence on 

local government costs 
other than population is 
deprivation or affluence 

and not rurality.

“ 
Greater transparency 

and honesty in the 
funding pressures 

and (in my dreams) 
parity with health 

funding

“ 
Fairer system  

for distribution -  
if you earn it you 

can keep it!

“ 
A fairer distribution  

of resources recognising 
the differences in the 

ability of local authorities 
to raise income locally.

“ 
Devolve more direct 

funding to local 
government rather 
than an allocation 

being made by central 
government

“ 
Far greater 

transparency on 
“need”, with clarity 

on how this is 
calculated

“ 
It would be nice if 

we were to be given 
something without 
having even more 

taken away

“ 
4-year rolling 

financial 
settlements

“ 
The financial 

settlement to be 
more transparent

“ 
Funding aligned  

with need to spend 
and ability to generate 

own resources/
income

“ 
Less change  

and more stability 
of approach.

“ 
Review of funding 

formulas that 
penalise large  
rural councils.

“ 
If the Government 
is to expect greater 

self-sufficiency, 
then we need greater 

fiscal freedoms.

“ 
Abolish New 

Homes Bonus and 
reallocate funding 

based on need.

“ 
A fair 

allocation of 
resources.”

“ 
Real local flexibility 
- allow decisions to 
be made in the local 
or regional context.

MORE  
FUNDING 
NEEDED

“ 
Get real about scale 
of local issues which 
amount to national 
issues and increase 

funding levels 
significantly.

“ 
Our council remains 

one of the lowest 
funded councils (per 

head) in Scotland. 
We would like this 

addressed.

“ 
A better  

funding formula 
that considers 

deprivation more.

“ 
Greater control 
at a local level. “ 

A realistic 
settlement, local 
government cuts 

are becoming 
unsustainable.

“ 
Central government 
acknowledging the 

unique circumstances 
of local government 
and providing more 
targeted funding in 

certain areas.

“ 
Higher funding 
for rural areas.

“ 
Increased 

funding to reflect 
cost of demand-

led services.

“ 
Longer term  

certainty of funding, 
along with an overall 

above inflation increase 
in the quantum  

of funding available  
for the sector.

DIFFERENT 
ANGLES

“ 
Emphasize derivative 
financing, more use 
of the various curves 

for efficiency.

“ 
Removal of 

negative RSG.

“ 
Take the allocation 
of local government 

funding out of national 
politicians hands 
and give it to an 

independent panel  
of experts.

 
We’ve grouped officer responses to this question into some broad 
themes although there is plenty of cross over between them. 

Each comment in this section represents the distinct voice of 
a section 151 officer or treasurer, working in local authority 
today, who experiences council finance at the coal face. Given 
the chance to change just one thing about the current funding 
framework, this is what they said…

Q9 continued

Sustainability SustainabilitySustainabilitySURVEY
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DATA

Q10: How confident 
are you that your s151 
officer is briefed and up 
to speed on IFRS9? 

0.00%  Not confident at all

25.58% Very confident

48.84% Somewhat confident

13.95% Neutral

11.63% Not very confident

Q11: How confident 
are you that your lead 
member for finance is 
briefed and up to speed 
with IFRS9? 

Not confident at all11.63%

5.81% Very confident

25.58% Somewhat confident

27.91% Neutral

29.07% Not very confident

Q12: How confident 
are you that you 
understand IFRS9 and 
its implications for your 
treasury investments? 

0.00%  Not confident at all

15.12% Very confident

53.49% Somewhat confident

23.26% Neutral

8.14%  Not very confident

Q13: Have you had  
a discussion with your 
auditors and agreed 
accounting treatments 
for IFRS9?

27.91% Yes

72.09% No

Q14: Has your auditor 
provided any training  
or guidance on IFRS9?

23.26% Yes

76.74% No

Q15: If you are an 
investor in pooled funds 
(such as property  
or bond funds) do you 
plan to make a one-off 
“election” to take any 
losses, or any gains 
from those funds  
to an unusable reserve?

9.30% Yes

2.33%  No

34.88% Undecided

53.49%
We are not an investor in pooled funds 
(such as property or bond funds)

Q16: Have you made any 
provision for potential 
losses from IFRS9?

6.98% Yes

93.02% No

Q17: Would you support 
a statutory override 
for IFRS9 on pooled 
investment assets?

80.23% Yes

2.33% No

Undecided17.44%

DATAIFRS 9 IFRS 9SURVEY SURVEY

Q18: Is IFRS9 likely  
to change what you 
invest in?

18.60% Yes

40.70% No

40.70% Undecided
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Q19: Has your authority 
opted up to professional 
status under MIFID II?

76.74%
Yes, we’ve opted up to all 
of our providers

19.77%
Yes, we’ve opted up to some 
providers but not others

3.49% No, we are a retail treasury 		
manager across the board

Q20: Has MiFID II 
changed or is it likely  
to change your treasury 
management strategy  
in any way?

4.65% Yes

95.35% No

MiFID IISURVEY

Q21: Have you invested 
in commercial property 
or other commercial 
enterprises as a means 
of generating income to 
pay for services?

50.00% Yes

50.00% No

Q22: Do you think the 
proposed MHCLG 
investment code will put 
councils off investing 
in commercial property 
and/or other commercial 
enterprises?

No, not at all

Yes, but only outside 
of council boundaries

Yes, inside and outside 
of council boundaries

34.88%

55.81%

9.30%

Q23: Do you plan  
to borrow in the coming 
two years to invest  
in commercial projects 
that generate revenue 
for the council?

Yes47.67%

No32.56%

Undecided19.77%

CommercialisationSURVEY

“ 
More recent focus 
on predominantly 

yield seeking 
assets.”

“ 
We are seeing  

more pressure to look  
at investment cases. 

Biggest challenges are 
managing expectations  

and performing due 
diligence on some of  

these offerings.“
We see commercialisation 

as serving broader economic 
regeneration objectives, whereas 

treasury management is about 
maximising returns within 

the constraints of security and 
liquidity. The challenge with 

commercialisation is too much 
cash chasing too few assets.

“ 
The commercial  

agenda isn’t a key driver 
for our strategy. We will be 

borrowing to fund property 
purchase/development but 
only where regeneration is 

the primary driver.

“ 
Timelines for 

decision making 
and getting the due 

diligence right.

“ 
It’s making us look 
at a large number 

of alternative 
investments.

“ 
The approach to financing  

of investment properties in future 
will see greater externalisation of 

borrowing. However with more 
treasury investment held for 

strategic purposes with a medium 
to long-term horizon then 

external borrowing more likely  
to be taken.

“ 
We are looking at growth 

within the borough and some 
of the “investments” being 
considered may get caught 

under the MHCLG guidance 
but we are looking at them 
for regeneration purposes, 
not for investment reasons

“
It hasn’t so far. We are 

debt free, and intend to 
remain debt free. We only 

invest free reserves in 
commercial activities

“ 
Likely to increase 

our borrowing 
requirement.

“ 
Member 

understanding

“ 
Increased 

risk, increased 
borrowing  

limits.

“ 
We are currently gearing  

up our strategy, and as such we 
are trying to free up greater funds 

for investment in commercial 
property, running lower balances. 

The biggest challenges are 
ensuring that sufficient monies 
are available for the day to day 

business of the council  
as well as investing.

“ 
No impact yet.  

Competing for financial 
assets with institutional 
investment companies, 

which is likely to increase 
the price of an asset.

“ 
Getting the balance  

right between internal and 
external borrowing to finance 
capital investment in income-

generating assets with a 
medium to long-term horizon 

then external borrowing  
more likely to be taken.

Q24: 
How is the 

commercialisation 
agenda impacting your 
treasury management 

strategy? What 
are the biggest 

challenges?

CommercialisationSURVEY
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DATA

Q25: How closely  
are members  
involved in making 
treasury decisions? 

6.98% Highly involved

24.42% Somewhat involved

32.56% Neutral

19.77% Not very involved

Not involved at all16.28%

Q26: How often  
does your council  
and/or advisers provide 
treasury training  
for members?

38.37% Once a year

0.00%  Less than once a year

34.88% About once every two or three years

Hardly at all/Never10.47%

More than once a year16.28%

Q27: Are you confident 
you have the right 
checks and balances in 
place to ensure proper 
scrutiny of your treasury 
management strategy?

23.26% Very confident

45.35% Somewhat confident

24.42% Neutral

5.81% Not very confident

1.16% Not confident at all

Q28: Do you have  
a member lead  
for treasury issues?

69.41% Yes

14.12% No, and we don’t see the need for one

16.47% No, but we’re open to having one

DATAGovernanceSURVEY
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