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1
PURPOSE

1.1
To provide you with a progress report of our treasury management activities for period 1 April 2006 to 30 September 2006.

1.2
In accordance with corporate plan objective 2.2, this report provides members with risk management information.

2
BACKGROUND

2.1
In March 2004 you agreed to formally adopt CIPFA’s reviewed Code of Practice on Treasury Management.  The code recommended that:

· Authorities formally adopt four key clauses, stating the overriding principles governing an organisation’s treasury management activities; and

· The creation, formal approval and maintenance of a treasury management policy statement and approved treasury management practices.

2.2
In accordance with this policy committee should at least receive an annual report on its treasury management operations.

3
INFORMATION

3.1
Nationally, bank interest rates have risen slightly in the period.  They began at 4.5% rising to 4.75% in August.  This has no immediate effect on the interest payable on the Council’s long-term loan debt from Public Works Loan Board, which is mainly at fixed interest rates.

4
BORROWING REQUIREMENTS

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

	
	PWLB

£000
	Other

£000
	Total

£000

	External Debt at 1 April 2006
	6,982
	11
	6,993

	Repayments
	-39
	-
	-  39

	External debt at 30 September 2006
	6,943
	  11
	6,954


4.2
No new loans have been taken in the period.

4.3
The total interest paid on the Council’s external debt during the period was £31,010.61.

5
INVESTMENTS

5.1
In accordance with the treasury management policy, surplus funds are 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 the period 1 April 2006 to 30 September 2006 was 4.70%, which compares favourably with the average local authority seven-day notice deposit rate of 4.59%.

5.3
The movement in the Council’s external investments can be summarised as follows:

	
	Banks/

Building Societies

£000
	Other Local Authorities

£000
	Total

£000

	Investments at 1 April 2006
	5,300
	200
	5,500

	Transactions – Investments
	16,600
	1,350
	17,950

	Repayments
	-16,150
	-1,100
	-17,250

	Investments at 30 September 2006
	5,750
	 450
	6,200


5.4
The total interest received on the Council’s external investments during the period was £142,536.01.

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 2006/07 were as follows:

	
	Upper Limit

£m
	Current Actual

£m

	Maximum Principal Sums Borrowed >364 days
	10.3
	5.979

	Limits on Fixed Interest Rates
	10.3
	6.993

	Limits on Variable Interest Rates
	2.06
	0


6.4
The upper and lower limits for the maturity structure of its borrowings for 2006/07 were as follows:

	
	Upper Limit

%
	Lower Limit

%
	CurrentActual

%

	Under 12 months
	20
	
	7.60

	12 Months and Within 24 Months
	20
	
	7.14

	24 Months and Within 5 Years
	30
	
	13.56

	5 Years and Within 10 Years
	30
	
	20.25

	10 Years and Above
	90
	25
	51.45


7
APPROVED ORGANISATIONS

7.1
We currently limit investments to the top 12 building societies, these are:

	Name
	Previous Ranking by Total Assets
	Current Ranking as at August 2006

	Nationwide
	1
	1

	Britannia
	2
	2

	Portman 
	3
	3

	Yorkshire 
	4
	4

	Coventry
	5
	5

	Chelsea
	6
	6

	Skipton
	7
	7

	West Bromwich
	9
	8

	Leeds & Holbeck
	8
	9

	Derbyshire 
	10
	10

	Cheshire
	11
	11

	Principality
	12
	12



No new building societies have been added to the list.

7.2
The current Fitch IBCA long-term and short-term credit rating on the banks we use are as follows:

	
	Rating

	
	Long-Term
	Review Date
	Short-Term
	Review Date

	Abbey National plc
	AA -
	01.09.06
	F1 +
	01.09.06

	Alliance & Leicester Commercial Bank plc
	AA -
	23.02.06
	F1 +
	05.08.05

	Barclays Bank plc
	AA +
	07.07.06
	F1 +
	07.07.06

	Bradford & Bingley Bank plc
	A
	15.08.06
	F1
	15.08.06

	Cheltenham & Gloucester Bank plc
	Not listed part of Lloyds TSB Group

	Citibank International Bank
	AA +
	19.05.06
	F1 +
	19.05.06

	Co-operative Bank (The)
	A
	23.02.06
	F1
	14.12.05

	HBOS plc (Halifax/Bank of Scotland)
	AA
	23.02.06
	F1 +
	02.03.05

	HSBC Bank plc
	AA
	08.08.06
	F1 +
	08.08.06

	Lloyds TSB Bank plc
	AA +
	23.02.06
	F1 +
	03.09.04

	National Westminster Bank plc
	AA +
	21.08.06
	F1 +
	21.08.06

	Northern Rock Bank plc
	A +
	23.02.06
	F1
	23.09.05

	Royal Bank of Scotland plc
	AA +
	21.08.06
	F1 +
	21.08.06



No changes to the list are sought.

8
RECOMMENDED THAT COMMITTEE

8.1
Accept the progress report
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