1 PURPOSE OF REPORT

1.1 The purpose of this report is to recommend to add the Debt Management Account    Deposit facility to the list of approved investments and thereby give the Director of Corporate Services and the Head of Finance the necessary approval to use this facility in accordance with the limits stipulated and with the Treasury Management Policy and Strategy Statement.

2. DEBT MANAGEMENT ACCOUNT DEPOSIT FACILITY

2.1 This facility has been developed jointly by the UK Debt Management Office   (DMO) and the Public Works Loan Board (PWLB). The DMO is the Treasury Executive Agency which manages Government debt and the Exchequer cash flows and the PWLB is responsible for making loans to local authorities.

2.2 The DMO provides this service as part of its cash management operations and is offered as part of a wider series of measures designed to improve the local authorities’ investment framework. The key objective of the DMADF is to provide Councils with a flexible and secure facility to supplement their existing range of cash management options, while saving interest costs for central government.

2.3 The facility enables local authorities to deposit surplus cash on flexible terms and    receive a market related rate of interest. The deposit is paid into the DMO’s Debt Management Account (DMA) and therefore the official name of the scheme is the DMA Deposit Facility. Since the money is held by the Treasury, the scheme implicitly carries the Government’s own sovereign AAA credit rating, thus providing the highest available security.

2.4 A ‘pilot scheme’ was launched in April 2002 for a limited number of councils, to run from 3 to 6 months, during which time the demand for and feasibility of an extended scheme would be assessed. As a result of the positive feedback from participants and the extent of its usage the DMO decided to place the scheme on a long-term footing. The ‘pilot scheme’ description was dropped and the facility was to be known as the DMADF effective from 1st October.

2.5 The DMO wanted to make the scheme more widely available to local authorities and the intention was to increase the number of local authorities using the facility by about 100 to take the total involved to a maximum of 150. The limit was set at this level to ensure that the DMO can continue to deliver the DMADF service within its existing operational capacity.

2.6 Local authorities interested in participating in the scheme were invited to apply to the DMO. The Council has made the appropriate application and has been formally accepted to use the facility.

2.7 There are two types of deposits currently available:-

· Fixed Term Deposits
   The DMO will quote market related rates for any fixed term deposits, ranging from overnight to six months. Principal and interest will be returned on the maturity date of the deposit. There is no maximum deal size; however the minimum deal size depends on the length of the deposit and this ranges from £1m up to and including 1 week, to £250k beyond 2 weeks.

·  Three Day Notice Account

A three-day notice account will also be available. This means that the investor can withdraw deposits on or after the DMO receives three clear business days ‘notice of withdrawal’. The minimum deposit for this account is £250k. In addition, so that further flexibility is provided, investors will be allowed to withdraw from the three-day notice account, part or all of the principal deposited in the account by giving notice by midday on the day of withdrawal. Investors are only allowed to make three same day withdrawals per calendar month although in exceptional circumstances further withdrawals may be permitted, entirely at the DMO’s discretion. Same day withdrawals do not incur any penalty regarding interest due. Interest on three-day notice accounts will accrue on a daily basis, calculated on the days closing balance. Interest will be paid on the first business day of each calendar month. The rate of interest on three-day notice account is available on request from the DMO. The rate will vary according to market conditions and could change on a daily basis.

3          TREASURY MANAGEMENT POLICY AND STRATEGY
This statement approved by Council in March for 2002/2003 does not include the DMO in the list of approved investments. Authority to vary the list is delegated to Cabinet.

4           RECOMMENDATION
The use of DMADF will provide the Council with added flexibility and a wider range of investment opportunities whilst maintaining the highest levels of security.

It is therefore recommended that the Cabinet is recommended to agree to the Debt Management Account Deposit facility being added to the List of Approved Investments, giving the Director of Corporate Services and Head of Finance the necessary approval to use this facility in accordance with the limits stipulated within the Treasury Management Policy and Strategy Statement.

               COUNCILLOR DEREK ANTROBUS

      LEAD MEMBER FOR CORPORATE SERVICES
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