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To scrutinise the Treasury Management Strategy.

RECOMMENDATION:

1) That Members consider and comment upon the relevant parts of
the draft annual Treasury Management Strategy for 2012/13 prior to
consideration by the Council




IMPLICATIONS

Legal: None arising as a result of this report

Financial : The treasury management proposed strategy is disclosed in the body
of this report

Staffing : None arising as a result of this report

Equality and Diversity including Human Rights : None arising as a result of
this report

Risk Assessment : This is a strategy designed to manage the risks associated
with the Council’s treasury management activities

Climate Related Risks and Opportunities : None

Title and Location of any Background Papers used in the preparation of this
report:

None

Call in and Urgency:

Is the decision one which Rule 14 of the Scrutiny Procedure Rules apply?

Yes No X

Key Decision:

Yes No X
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1.2

1.3

1.4

Introduction

Treasury management practices at WLDC are developed within a
statutory framework and informed by Investment Guidance issued by
the Communities and Local Government department (CLG) and the
CIPFA Code of Practice. One requirement is that the Council’s annual
Treasury Management Strategy is subject to scrutiny before it is
considered by Full Council as part of the Medium Term Financial Plan
and Council Tax requirement. A representative from Sector, the
Council’s Treasury Management advisers, will make a presentation at
this Committee to further inform the scrutiny process.

The Council’s Treasury Management arrangements cover both
borrowing and investment activities. Given the Council’s aim to remain
debt free over the course of Medium Term Financial Plan and the
ongoing budget process this report is focused on the risk management
arrangements for the Council’s investment activity. This report outlines
the proposed investment strategy which sets out the Council’s criteria
for choosing investment counterparties and limiting exposure to the risk
of loss. This strategy is in accordance with the CLG Investment
Guidance.

CIPFA defines treasury management as:

“The management of the local authority’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.”

The Council will receive reports on its treasury management policies
(TMPs), practices and activities, including as a minimum, an annual
strategy and plan in advance of the year, a mid year review and an
annual report after its close, in the form prescribed in theTMPs.

The Council delegates responsibility for the implementation and
monitoring of its treasury management polices and practices to the
Policy and Resources Committee, and for the execution and
administration of treasury management decisions to the Financial
Services Manager (Chief Finance Officer), who will act in accordance
with the Council’s policy statement, TMP’s and CIPFA’s Standard of
Professional Practice on Treasury Management.

The Council has nominated the Governance and Audit Committee to
be responsible for ensuring effective scrutiny of the treasury
management strategy and policies.
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2.1

Economic Background and Interest rate outlook (By Sector,
Treasury Management Advisers)

Global economy

The outlook for the global economy remains clouded with uncertainty
with the UK economy struggling to generate a sustained recovery that
offers any optimistim for the outlooks for 2011 and 2012, or possibly
even into 2013. Consumer and business confidence levels are low and
with little to boost sentiment, it is not easy to see potential for a
significant increase in the growth rate in the short term.

At the centre of much of the uncertainty is the ongoing Eurozone
sovereign debt crisis which has intensified, rather than dissipated
throughout 2011. The main problem has been Greece, where, even
with an Eurozone/IMF/ECB bailout package and the imposition of
austerity measures aimed at deficit reduction, the lack of progress and
the ongoing deficiency in addressing the underlying lack of
competitiveness of the Greek economy, has seen an escalation of their
problems. These look certain to result in a default of some kind but it
currently remains unresolved if this will be either “orderly” or
“disorderly”, and/or also include exit from the €uro bloc.

As if that were not enough there is growing concern about the situation
in Italy and the risk that contagion has not been contained. Italy is the
third biggest debtor country in the world but its prospects are limited
given the poor rate of economic growth over the last decade and the
lack of political will to address the need for fundamental reforms in the
economy. The Eurozone now has a well established track record of
always doing too little too late to deal with this crisis; this augurs poorly
for future prospects, especially given the rising level of electoral
opposition in northern EU countries to bailing out profligate southern
countries.

The US economy offers little to lift spirits. With the next Presidential
elections due in November 2012, the current administration has been
hamstrung by political gridlock with the two houses split between the
main parties. In quarter 3 the Federal Reserve started “Operation
Twist” in an effort to re-ignite the economy in which growth is stalling.
High levels of consumer indebtedness, unemployment and a moribund
housing market are weighing heavily on consumer confidence and so
on the abiltity to generate sustained economic growth.

Hopes for broad based recovery have, therefore, focussed on the
emerging markets but these areas have been struggling with
inflationary pressures in their previously fast growth economies. China,
though, has maintained its growth pattern, despite tightening monetary
policy to suppress inflationary pressures, but some forward looking
indicators are causing concern that there may not be a soft landing
ahead, which would then be a further dampener on world economic
growth.



2.2

2.3

UK economy

The Government’s austerity measures, aimed at getting the public
sector deficit into order over the next four years, have yet to fully
impact on the economy. However, coming at a time when economic
growth has virtually flatlined and concerns at the risk of a technical
recession (two quarters of negative growth) in 2012, it looks likely that
the private sector will not make up for the negative impact of these
austerity measures given the lack of an export led recovery due to the
downturn in our major trading partner — the EU. The housing market, a
gauge of consumer confidence, remains weak and the outlook is for
house prices to be little changed for a prolonged period.

Economic Growth. GDP growth has, basically, flatlined since the
election of 2010 and, worryingly, the economic forcecasts for 2011 and
2012 have been revised lower on a near quarterly basis as the UK
recovery has, effectively, stalled. With fears of a potential return to
recession the Bank of England embarked on a second round of
Quantitive Easing to stimulate ecomnomic activity.

Unemployment. With the impact of the Government’'s austerity
strategy impacting the trend for 2011 of steadily increasing
unemployment, there are limited prospects for any improvement in
2012 given the deterioration of growth prospects.

Inflation and Bank Rate. For the last two years, the MPC’s contention
has been that high inflation was the outcome of temporary external
factors and other one offs (e.g. changes in VAT); that view remains in
place with CPI inflation standing at 5.2% at the start of quarter 4 2011.
They remain of the view that the rate will fall back to, or below, the 2%
target level within the two year horizon.

AAA rating. The ratings agencies have recently reaffirmed the UK’s
AAA sovereign rating and have expressed satisfaction with
Government policy at deficit reduction. They have, though, warned that
this could be reviewed if the policy were to change, or was seen to be
failing to achieve its desired outcome. This credit position has ensured
that the UK government is able to fund itself at historically low levels
and with the safe haven status from Eurozone debt also drawing in
external investment the pressure on rates has been down, and looks
set to remain so for some time.

Sector’s forward view

Economic forecasting remains troublesome with so many extermal
influences weighing on the UK. There does, however, appear to be
consensus among analysts that the economy remains weak and whilst
there is still a broad range of views as to potential performance, they
have all been downgraded throughout 2011. Key areas of uncertainty
include:
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e a worsening of the Eurozone debt crisis and heightened risk of the
breakdown of the bloc or even of the currency itself;

e the impact of the Eurozone crisis on financial markets and the
banking sector;

e the impact of the Government’s austerity plan on confidence and
growth and the need to rebalance the economy from services to
exporting manufactured goods;

e the under-performance of the UK economy which could undermine
the Government’'s policies that have been based upon levels of
growth that inceasingly seem likely to be undershot;

e a continuation of high levels of inflation ;

e the economic performance of the UK’s trading partners, in particular
the EU and US, with some analysts suggesting that recession could
return to both;

e stimulus packages failing to stimulate growth;
e elections due in the US, Germany and France in 2012 or 2013;

e potential for protectionism i.e. an escalation of the currency war /
trade dispute between the US and China.

The overall balance of risks remains weighted to the downside. Lack of
economic growth, both domestically and overseas, will impact on
confidence putting upward pressure on unemployment. It will also
further knock levels of demand which will bring the threat of recession
back into focus.

Sector believes that the longer run trend is for gilt yields and PWLB
rates to rise due to the high volume of gilt issuance in the UK, and the
high volume of debt issuance in other major western countries.

Given the weak outlook for economic growth, Sector sees the
prospects for any interest rate changes before mid-2013 as very
limited. There is potential for the start of Bank Rate increases to be
even further delayed if growth disappoints.

Interest rate outlook — Please see appendix 1

Borrowing Strategy 2012/12 — 2015/16

The Council has no plans to borrow to finance the Capital Programme
over the course of the Medium Term Financial Plan.
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4.2

4.3

Annual Investment Strategy 2012/13

Annual Investment Policy — The Council’'s investment policy has
regard to the CLG’s Guidance on Local Government Investments (“the
Guidance”) and the 2011 revised CIPFA Treasury Management in
Public Services Code of Practice and Cross Sectoral Guidance Notes
(“the CIPFA TM Code”). The Council's investment priorities will be
security first, liquidity second, then return.

Investment instruments identified for use in the financial year are listed
in Appendix 2 under the ‘Specified’ and ‘Non-Specified’ Investments
categories. Counterparty limits will be as set in the Council’'s Treasury
Management Practices — Schedules.

Key Objectives. The Council’'s investment strategy primary objectives
are safeguarding the re-payment of the principal and interest of its
investments on time, then ensuring adequate liquidity, with the
investment return being the final objective. Following the economic
background above, the current investment climate has one over-riding
risk, counterparty security risk.

Investment Counterparty Selection Criteria. The primary principle
governing the Council’'s investment criteria is the security of its
investments, although the yield or return on the investment is also a
key consideration. After this main principle the Council will ensure that:

e |t maintains a policy covering both the categories of investment
types it will invest in, criteria for choosing investment
couterparties with adequate security, and monitoring their
security. This is set out in the Specified and Non-Specified
investment sections; and

e It has sufficient liquidity in its investments. For this purpose it
will set out procedures for determining the maximum periods for
which funds may prudently be committed. These procedures
also apply to the Council’'s prudential indicators covering the
maximum principal sums invested.

The Financial Services Manager (Chief Finance Officer) will maintain a
counterparty list in compliance with the following criteria and will revise
the criteria and submit them to Council for approval as necessary. This
criteria is separate to that which determines which types of investment
instrument as either Specified or Non-Specified as it provides an
overall pool of counterparties considered high quality which the Council
may use, rather than defining what types of investment instruments are
to be used.

The rating criteria uses the lowest common denominator method of
selecting counterparties and applying limits. This means that the
application of the Council’'s minimum criteria will apply to the lowest
available rating for any institution. For instance, if an institution is rated
by two agencies, one meets the Council’s criteria, the other does not,
the institution will fall outside the lending criteria. This is in compliance
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with CIPFA Treasury Management Panel recommendation in March
2009 and the CIPFA Treasury Management Code of Practice.

Credit rating information is supplied by Sector the Council’s treasury
consultants, on all active counterparties that comply with the criteria
below. Any counterparty failing to meet the criteria would be omitted
from the counterparty (dealing) list. Any rating changes, rating watches
(notification of a likely change), rating outlooks (notification of a
possible longer term change) are provided to officers almost
immediately after they occur and this information is considered before
dealing. For instance, a negative rating watch applying to a
counterparty at the minimum Council criteria will be suspended from
use, with all others being reviewed in light of market conditions.

The criteria for providing a pool of high quality investment
counterparties (both Specified and Non-specified investments) is:

e Banks 1 — good credit quality — the Council will only use banks
which:

i are UK banks; and/or

il. are non-UK and domiciled in a country which has a
minimum sovereign long term rating of AAA

and have, as a minimum, the following Fitch, Moody’'s and
Standard and Poors credit ratings (where rated):

I. Short term — F1

il. Long term — A

iii. Viability/financial strength — C (Fitch/Moody’s only)
iv. Support — 2 (Fitch only)

e Banks 2 — Part nationalised UK banks — Lloyds Bank and
Royal Bank of Scotland. These banks can be included if they
continue to be part nationalised or they meet the ratings in
Banks 1 above.

e Bank 3 — The Council’'s own banker for transactional purposes
if the bank falls below the above criteria, although in this case
balances will be minimised in both monetary size and time.

e Bank subsidiary and treasury operation — The Council will use
these where the parent bank has provided an appropriate
guarantee or has the necessary ratings outlined above.

e Building societies — The Council will use all societies which:
I meet the ratings for banks outlined above;

e Money Market Funds — AAA

e UK Government (including gilts and the DMADF)

e Local authorities, Parish Councils etc
8
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4.5

e Supranational institutions

A limit of £2m will be applied to the use on Non-Specified investments
largely determined by the long term investment limits.

Country limits. Country and sector considerations — Due care will
be taken to consider the country, group and sector exposure of the
Council's investments. In part the country selection will be chosen by
the credit rating of the sovereign state in Banks 1 above. In addition:

e no more than £2,500,000 will be placed with any non-UK
country at any time;

¢ limits in place above will apply to a group of companies;

e sector limits will be monitored regularly for appropriateness.

Use of additional information other than credit ratings. Additional
requirements under the Code require the Council to supplement credit
rating information. Whilst the above criteria relies primarily on the
application of credit ratings to provide a pool of appropriate
counterparties for officers to use, additional operational market
information will be applied before making any specific investment
decision from the agreed pool of coutnerparties. This additional market
information (for example price changes for Credit Default Swaps,
negative rating watches/outlooks) will be applied to compare the
relative security of differing investment counterparties.



4.6 Time and monetary limits applying to investments. The time and
monetary limits for institutions on the Council’s counterparty list are as
follows (these will cover both Specified and Non-Specified
Investments):

Banks 1 -uptol F1 P-1 A-1 £5m per 364 days
year counterparty

Short Short Short at Group

term term term level

rating rating rating
Banks 1 - over 1 AA Aa2 AA £2m lyearto
year i 5 years

Long Long Long Maximum

term term term exposure

rating rating rating
Banks 2 — UK £5m per 364 days
part nationalised counterparty
Banks at Group

level
Banks 3 -
Council's own
Bank if not £250,000 1 day
covered by
Banks 1 or 2.
Other Institution
Limits:-
Other Local £5m per 5 years
Authorities counterparty
Bank of England No limit 6 months
DMADF
AAA rated £5m per overnight
Money Market counterparty
Funds
Gilts — where no £5m max 5 years
loss of principal exposure
if held to maturity
Supranational £5m per 1 year
counterparty

The Banks 1 category will include banks and building societies
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4.7

4.8

4.9

The proposed criteria for Specified and Non-Specified investments are
shown in Appendix 2 for approval.

Investments will be made with reference to the core balance and cash
flow requirements and the outlook for short-term interest rates (i.e.
rates for investments up to 12 months).

Investment returns expectations. The Bank Rate is forecast to
remain unchanged at 0.5% before starting to rise from quarter 3 of
2013. Bank Rate forecasts for financial year ends (March) are:

e 2011/2012 0.50%
e 2012/2013 0.50%
e 2013/2014 1.25%
e 2014/2015 2.50%

There are downside risks to these forecasts (i.e. start of increases in
Bank Rate is delayed even further) if economic growth remains weaker
for longer than expected. However, should the pace of growth pick up
more sharply than expected there could be upside risk, particularly if
Bank of England inflation forecasts for two years ahead exceed the
Bank of England’s 2% target rate.

The suggested budgeted investment earnings rates for returns on
investments placed for periods up to three months during each
financial year for the next five years are as follows:-

e 2012/2013 0.70%
e 2013/2014 1.00%
e 2014/2015 1.60%
e 2015/2016 3.30%
e 2016/2017 4.10%

Investment treasury indicator and limit — total principal funds
invested for greater than 364 days. These limits are set with regard to
the Council’'s liquidity requirements and to reduce the need for early
sale of an investment, and are based on the availability of funds after
each year-end.

The Council is asked to approve the treasury indicator and limit:-

Maximum principal sums invested > 364 days

£m 2012/13 2013/14 2014/15

Principal sums invested > 364 days £2m £2m £2m

For its cash flow generated balances, the Council will seek to utilise its
business reserve accounts, 15 and 30 day notice accounts, money
market funds and short-dated deposits in order to benefit from the
compounding of interest.
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4.10

411

Icelandic Bank Investments. The Icelandic courts have supported the
view that the Council will be treated as a preferred creditor, thereby
seeing a high proportion of the deposits being returned. The actual
repayment is currently expected to be partially in foreign currency
assets. It is currently too early to provide a definitive policy on how this
exchange rate risk will be managed, but the expectation will be that the
risk will be managed proactively and assets converted to sterling at the
earliest opportunity.

Investment Risk Benchmarking. These benchmarks are simple
guides to maximum risk, so they may be breached from time to time,
depending on movements in interest rates and couterparty criteria.
The purpose of the benchmarking is that officers will monitor the
current and trend position and amend the operational strategy to
manage risk as conditions change. Any breach of the benchmarks will
be reported, with supporting reasons in the Mid-Year or Annual Report.

Security — The Council’'s maximum security risk benchmark for the
current portfolio, when compared to these historic default tables, is:

e 0.08% historic risk of default when compared to the whole
portfolio.

Liquidity — in respect of this area the Council seeks to maintain:
e Bank overdraft - £nil

e Liquid short term deposits of at least £2m available with a
week’s notice.

e Weighted Average Life benchmark is expected to be 0.25 years,
with a maximum of 1.0 years.

Yield — local measures of yield benchmarks are:
e Investments — internal returns above the 7 day LIBID rate

And in addition that the security benchmark for each individual year is:

1 year 2 years 3 years 4 years 5 years

Maximum 0.08% 0.22% 0.40% 0.56% 0.74%

412
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Note: This benchmark is an average risk of default measure, and would
not constitute an expectation of loss against a particular investment.

End of year investment report. At the end of the financial year, the
Council will report on its investment activity as part of its Annual
Treasury Report.

Policy on the use of external service providers. The Council uses
Sector as its external treasury management advisors.
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The Counci recognises that responsibility for treasury management
decisions remains with the organisation at all times and will ensure that
undue reliance is not placed upon our external service providers.

It also recognises that there is value in employing external providers of
treasury management services in order to acquire access to specialist
skills and resources. The Council will ensure that the terms of their
appointment and the methods by which their value will be assessed are
properly agreed and documented, and subjected to regular review.

4.14 Scheme of delegation - Please see Appendix 4

4.15 Role of the section 151 officer — Please see Appendix 5
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APPENDICES

1. Interest rate forecasts

2. Treasury Management Practice — Specified and non specified
investments and limits

3. Approved countries for investments

4, Treasury management scheme of delegation

5. The treasury management role of the section 151 officer
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APPENDIX 1 - Interest Rate Forecast 2011/2015

Sector's Intemst Rate Yiew

Sector's Bank Rate View 0.50% .50 0.50% 0.50% 0.50% 0.50% 0.50% 0.50% 0.75% Toids 125% 1.50% 2.00% 225% 2.50%
3 Month LIBID 0.87% 0.7 0 0.7 0% 0.7 0% 0.7 0% 0.7 (0% 0.75% 0.20% 0,50 %% T20% 1.4 0% 1.a0% 2.70%, 2.40% £.60%
& Month LIBID 1.16% 100 1.00% T.00% T Tt 1.70% 1.20% T.40% T.a0% 1.80% 2.00% 2.50%, 270% 2.90%,
12 Month LIBID 165% 1.50% 1.50% 1.50% T.50% T.ais 1.70% 1.80% 1.80% £.20%, 2400 2.50% 3.70% 3L0% 320%
Syt PWLE Rate 225% 230% 2.30%, £.30% £.30% 2.4 0% 2.50% 2.60% 2.70% 2.80% 2,909 3.10% 330% 3.50% 370%
10yr PWLE Rate 333% 320% 320% 320% 3.40% 3400 3.50% 3.60% 370% 3.20% 4. 00 4 20% 4.40% 4. 50% 4. B0%
251 PWLE Rate 424% 4. 20 4. 20% 4. 20% 4.20% 4. 20% 4.40% 4.50% 4. 60% 4.7 0% 4. 30% 4,900 5.00% 510% 5.20%
S50yT PWLE Rate 4.26% 4. 30% 4 20% 4 20% 4.4 0% 4.4 0% 4.50% 4.650% 4.7 0% 4. 80% 4. 20 5.00% 5.10% 5.20% 5.30%
Sector's Yiew 0.50% 0,50 0.50% 0.50%, 0.50%, 0,50 %, 0.50% 0.50% 0.75% T 125% 1.50% 2.00% 225% 2.50%
UBS 0.50% 0,50 0.50% 0.50%, 0.50%, 00,50 %, - - - - - - - - -
Capital Economics 0.50% (2. 50 0.50% 0.50% 0.50%, (.50 % 0.50% 0.50% 0.50% 0.50%, - - - - -
Sector's View 2250% 220% 2.20% 220% 220% 2400 2.50% 2.50% 2700 2.0 2,905, 2.10% 220 2.50% 3700
UBS 225% - - - - - - - - - - - - - -
Capital Economics 225% 200 2.00% £.00% £.00% 200 2.00% 2.00% £.00% £.00% - - - - -
Sector's Yiew 333% 330% 330% 3320% 3.40% 3400 3.50% 3.60% 370% 3.80% 400 4 20% 4.40% 4.00% 4. 80%
UBS 333% 3.45% 3.45% 3.50% 3.60% 3.05% - - - - - - - - -
Capital Economics 333% 3.00% 3.00% 3.00% 3.00% ER 3.00% 3.00% 3.00% 3.00% - - - - -
251 PWLE Rate

Sector's Yiew 424% 4.2 0% 4. 20% 4. 20% 4.20% 4.20% 4.4 0% 4.50% 4. 00 % 4.7 0% 4. 80 4 20 500 % 5.10% S.20%
UBS 424% 4. 30 4.90% 4 S0 %% 4. 90% 4. 20 %% - - - - - - - - -
Capital Economics 4.24% 430 4 20% 4 30% 4. 20% 4. 30% 4 30% 4 20% 4 30% 4. 20% - - - - -
Sector's Yiew 426% 4. 30%% 4 20% 4 20% 4.4 0% 4.4 0% 4.50% 4.60% 4.7 0% 4. 20% 4. 0 5.00% 50% S20% 5.30%
UBs 426% 4. B0% 4 555, 4 555 5.00%, S.00% - - - - - - - - -

Capital Economics 4.26% 4.40% 4.40% 4.4 0% 4.4 0% 4.4 0% 4.40% 4.40% 4.4 0% 4.4 0% - - - - -




APPENDIX 2 — Treasury Management Practice (TMP1) — Credit and
Counterparty Risk Management

The CLG issued Investment Guidance in 2010, and this forms the structure of the
Council’'s policy below. These guidelines do not apply to either trust funds or
pension funds which operate under a different regulatory regime.

The key intention of the Guidance is to maintain the current requirement for
councils to invest prudently, and that priority is given to security and liquidity
before yield. In order to facilitate this objective the guidance requires this Council
to have regard to the CIPFA publication Treasury Management in the Public
Services: Code of Practice and Cross-Sectoral Guidance Notes. This Council
adopted the Code on 1 March 2010 and will apply its principles to all investment
activity. In accordance with the Code, the Director of Finance has produced its
Treasury Management Practices (TMPs). This part, TMP 1(5), covering
investment counterparty policy requires approval each year.

Annual Investment Strategy - The key requirements of both the Code and the
investment guidance are to set an annual investment strategy, as part of its
annual treasury strategy for the following year, covering the identification and
approval of following:

o The strategy guidelines for choosing and placing investments,
particularly non-specified investments.

o The principles to be used to determine the maximum periods for which
funds can be committed.

o Specified investments that the Council will use. These are high

security (i.e. high credit rating, although this is defined by the Council,
and no guidelines are given), and high liquidity investments in sterling
and with a maturity of no more than a year.

o Non-specified investments, clarifying the greater risk implications,
identifying the general types of investment that may be used and a limit
to the overall amount of various categories that can be held at any
time.

The investment policy proposed for the Council is:

Strategy Guidelines — The main strategy guidelines are contained in the body of
the treasury strategy statement.

Specified Investments — These investments are sterling investments of not
more than one-year maturity, or those which could be for a longer period but
where the Council has the right to be repaid within 12 months if it wishes. These
are considered low risk assets where the possibility of loss of principal or
investment income is small. These would include sterling investments which
would not be defined as capital expenditure with:

1. The UK Government (such as the Debt Management Account deposit facility,
UK Treasury Bills or a Gilt with less than one year to maturity).

2. Supranational bonds of less than one year’s duration.

3. Alocal authority, parish council or community council.
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4. Pooled investment vehicles (such as money market funds) that have been
awarded a high credit rating by a credit rating agency. For category 4 this
covers pooled investment vehicles, such as money market funds, rated AAA
by Standard and Poor’s, Moody’s or Fitch rating agencies.

5. A body that is considered of a high credit quality (such as a bank or building
society. For category 5 this covers bodies with a minimum short term rating
of F1 (or the equivalent) as rated by Standard and Poor’s, Moody’s or Fitch
rating agencies.

Within these bodies, and in accordance with the Code, the Council has set
additional criteria to set the time and amount of monies which will be invested in
these bodies. This criteria is set out in the table on page 10 of the main report.

Non-Specified Investments — Non-specified investments are any other type of
investment (i.e. not defined as Specified above). The identification and rationale
supporting the selection of these other investments and the maximum limits to be
applied are set out below. Non specified investments would include any sterling
investments with:

Non Specified Investment Category Limit (£ or %)

al Gilt edged securities with a maturity of greater than one
year. These are Government bonds and so provide the
highest security of interest and the repayment of principal

on maturity. The value of the bond may rise or fall before £5m
maturity and losses may accrue if the bond is sold before
maturity.

b] The Council’'s own banker if it fails to meet the basic credit
crltgrla. Ir! this instance balances will be minimised as far £250,000
as is possible.

c{ Any bank or building society that has a minimum long
term credit rating of AA, for deposits with a maturity of

. : : £2m
greater than one year (including forward deals in excess of
one year from inception to repayment).

Within category b and in accordance with the Code, the Council has recognised
the practical implications of the situation where the Council’s own banker fails to
meet the basic criteria and determined a limit of £250,000 to allow normal
business to be conducted.

The Monitoring of Investment Counterparties - The credit rating of
counterparties will be monitored regularly. The Council receives credit rating
information (changes, rating watches and rating outlooks) from Sector as and
when ratings change, and counterparties are checked promptly. On occasion
ratings may be downgraded when an investment has already been made. The
criteria used are such that a minor downgrading should not affect the full receipt
of the principal and interest. Any counterparty failing to meet the criteria will be
removed from the list immediately by the Financial Services Manager, and if
required new counterparties which meet the criteria will be added to the list.
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APPENDIX 3 Approved countries for investments

Based on lowest available rating

AAA
e Canada
e Denmark
e Finland
e France
e Germany

e Luxembourg
e Netherlands
e Norwary

e Singapore

e Sweden

e Switzerland

o U.K.
AA+

e Australia

e Belgium

e Hong Kong

e USA.
AA

e Kuwait

o UAE
AA-

e Japan

e Qatar

e Saudi Arabia
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APPENDIX 4 Treasury management scheme of delegation

(1) Full Council

e Receiving and reviewing reports on treasury management
policies, practices and activities;

e Approval of annual strategy

(i) Policy and Resources Committee

e Approval offamendments to the organisation’s adopted clauses,
treasury management policy statement and treasury
management practices;

e Budget consideration and approval;
e Approval of the division of responsibilities;

e Receiving and reviewing regular monitoring reports and acting
on recommendations

(i)  Governance and Audit Committee

e Reviewing the treasury management policy and procedures and
making recommendations to the responsible body
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APPENDIX 5 The treasury management role of the section 151 officer

The section 151 officer

e Recommending clauses, treasury management policy/practices for
approval, reviewing the same regularly, and monitoring compliance;

e Submitting regular treasury management policy reports;

e Submitting budgets and budget variations;

e Receiving and reviewing management information reports;

e Reviewing the performance of the treasury management function;

e Ensuring the adequacy of treasury management resources and skills, and
the effective division of responsibilities within the treasury management
function;

e Ensuring the adequacy of internal audit and liasing with external audit
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