PART 1

(OPEN TO THE PUBLIC)
ITEM NO.

REPORT OF THE DIRECTOR OF CORPORATE SERVICES 

TO BUDGET COMMITTEE

ON WEDNESDAY, 1ST MAY, 2002

Subject :
2002/03 TREASURY MANAGEMENT POLICY AND STRATEGY


RECOMMENDATIONS :
Members are requested to note the contents of this report.

EXECUTIVE SUMMARY :

This report has been produced in response to a resolution at the Council meeting in March when it was also resolved that a briefing note be prepared for Budget Committee on this matter.

This report explains the purpose and content of the information that is required to be produced for consideration by Council. 

BACKGROUND DOCUMENTS :

Report to Council, 20/3/02 entitled "2002/03 Treasury Management Policy and Strategy"

CIPFA's Treasury Management in the Public Services : Code of Practice 2001

CONTACT OFFICER :
John Spink

TEL NO : 
793 3230








E-MAIL :john.spink@salford.gov.uk

WARD(S) TO WHICH REPORT RELATES :
None


KEY COUNCIL POLICIES :

Budget Strategy


REPORT DETAILS

1. At the meeting of the City Council on 21st March, the Treasury Management Policy and Strategy for 2002/03 was considered and approved. It was also resolved that a briefing note be prepared for Budget Committee on this matter.

2. It is a requirement of CIPFA's Code of Practice on Treasury Management in the Public Services that a local authority reviews annually its policies and strategy for its borrowing, investment, banking and cash flow activities for the forthcoming financial year prior to the start of the year, and that this function should be performed by the full Council meeting. The report to Council on 21st March fulfilled this requirement.

3. Treasury Management Policy

3.1. The purpose of the Treasury Management Policy Statement is to define certain principles for how the following matters will be dealt with during the year :-

3.2. Long-Term Borrowing

· Monitoring of the borrowing requirement for the year

· The sources of borrowing available for use

· Approach to interest rate risk

· The length of loan

· Loan repayment options available

· Documentation

· Where advice will be sought

3.3. Investment

· Security of investment

· Period of investment

· Interest rate returns

· Documentation

· Where advice will be sought

3.4. Short-Term Cash Flow management

3.5. Delegation of authority to act

3.6. Review and reporting requirements

4. Treasury Management Strategy

4.1. This defines how the policy will be put into practice and covers such matters as :-

· How much the City Council expects to borrow and where it is likely to borrow from

· The assumptions about interest rate  forecasts and budget assumptions

· How long borrowing will be taken for, bearing in mind the forecast of interest rates and the maturity profile of its existing loan portfolio

· How investments will be managed

· Whether to invest surplus funds or use them for repaying debt

· Approach to debt rescheduling.

4.2. The Strategy also requires certain statutory borrowing limits laid down by the Local Government and Housing Act 1989 to be determined by the Council, these being :-

· The "Overall Borrowing Limit" for the year, ie the maximum amount of borrowing a local authority may have outstanding at any one time to cover long-term borrowing and short-term revenue cover requirements ;

· The "Short Term Borrowing Limit" for the year, ie the maximum amount of borrowing a local authority may have outstanding on loans which are repayable within 12 months ; and
· A limit for the proportion of loans outstanding where the interest rate is variable.
5. The report to Council in March also contained a specific one-off requirement to adopt CIPFA's Treasury Management Code of Practice for 2001 because this had been updated from the previous version produced in 1996.
6. A copy of the report to Council is attached for members' information.
A WESTWOOD

Director of Corporate Services

