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1
PURPOSE

1.1
To inform you of our 2007/08 treasury management operations.

1.2
Relevance to the Council’s ambitions and priorities:

· In accordance with corporate plan objective 2.2, this report provides members with risk management information.

2
BACKGROUND

2.1
You have previously approved a treasury management policy in accordance with CIPFA’s Code of treasury Management for Local Authorities.

2.2
In accordance with this policy a review of the previous year’s treasury management operations should be submitted to you annually.

3
INFORMATION

3.1
Nationally, bank base interest rates rose slightly throughout last year.  They began at 5.25% rising by 0.25% increments to a peak of 5.75% in July before falling back again by 0.25% increments to 5.25% in February.  This has little immediate effect on the interest payable on the Council’s long-term loan debt from Public Works Loan Board (PWLB), which is mainly at fixed interest rates as follows:

	
	Year
	£000
	%

	Maturing within
	1
	548
	5.264

	
	1
-
2
	387
	5.373

	
	2
-
3
	378
	5.379

	
	3
-
4
	373
	5.411

	
	4
-
5
	367
	5.433

	
	5
-
6
	362
	5.450

	
	6
-
10
	1,215
	5.341

	
	10
-
15
	1,312
	5.323

	
	15
	1,982
	4.663

	
	
	6,924
	5.156



However, interest received from the short-term investment of surplus funds was immediately affected by the change in interest rates, increasing the Council’s external investment interest.

4
BORROWING REQUIREMENTS

4.1
The movements of the Council’s external debt for 2007/08 can be summarised as follows:

	
	PWLB

£000
	Other

£000
	Total

£000

	External Debt at 1 April 2007
	6,459
	11
	6,470

	Transactions 2007/08
- New Loans
	1,000
	0
	1,000

	Repayments
	-535
	-1
	- 536

	External Debt at 31 March 2008
	6,924
	  10
	6,934


4.2
Four new loans were taken out on 27 March 2008 in accordance with the Council’s borrowing strategy and are summarised as follows:

	Lender
	Amount

£
	Interest Rate

%
	Period

Years

	PWLB
	250,000
	4.50
	7

	PWLB
	250,000
	4.60
	10

	PWLB
	250,000
	4.75
	15

	PWLB
	250,000
	4.88
	25 


4.3
The total interest paid on the Council’s external debt during the 2007/08 financial year was £336,372.

4.4
On the 3rd April 2008 the department for communities and local government repaid £6,203,921 of our public works loan board debt; this followed our successful housing stock transfer on 31 March 2008. 

5
INVESTMENTS

5.1
In accordance with the treasury management policy, surplus funds were temporarily invested via the money market at the best rate of interest available with the minimisation of risk to the capital sum.

5.2
The average interest we received on all external investments for 2007/08 was 5.82%, which compares very favourably with the average local authority seven-day notice deposit rate of 5.70%.

5.3
The total interest received from both external and internal investments was £456,703.  This compares with £402,681 for the previous year.

5.4
The total interest of £456,703 was allocated between:

	
	£

	Housing Revenue Account
	45,038

	General Fund
	406,107

	Trust/Bequest/Credit Card Charges
	5,558

	
	456,703


6
PRUDENTIAL INDICATORS

6.1
Since April 2004 the prudential Code for Capital finance in Local Authorities (the Code) regulates the Council’s ability to undertake new capital investment.

6.2
In accordance with this Code the Council agreed to monitor a number of mandatory prudential indicators.

6.3
The limits set on interest rate exposures for 2007/08 were as follows:

	
	Upper Limit

£m
	Actual

£m

	Maximum Principal Sums Borrowed >364 days
	10.5
	6.386

	Limits on Fixed Interest Rates
	10.5
	7.201

	Limits on Variable Interest Rates
	2.1
	0.000


6.4
The upper and lower limits for the maturity structure of its borrowings for 2007/08 were as follows:

	
	Upper Limit

%
	Lower Limit

%
	Actual

%

	Under 12 months
	20
	
	7.908

	12 Months and Within 24 Months
	20
	
	5.597

	24 Months and Within 5 Years
	30
	
	16.134

	5 Years and Within 10 Years
	30
	
	22.751

	10 Years and Above
	90
	25
	47.609


7
CONCLUSION

7.1
The treasury management operation has been conducted within the Council’s approved treasury management policy.

Trudy Holderness

SENIOR ACCOUNTANT

PF27-08/TH/AC
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