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Report of the City Treasurer

To:

The Council –   21st May,2008 

Title:
2008/2009 Treasury Management Strategy and Annual Investment Strategy

Recommendations:

That the Treasury Management Strategy, Annual Investment Strategy and policy for the calculation of Minimum Revenue Provision for 2008/09 outlined herein be approved.


Executive summary:

The Treasury Management Strategy details the expected activities of the Treasury function for the coming financial year 2008/09.  Its production and submission to the Council is a requirement of the CIPFA Code of Practice on Treasury Management as adopted by the Council on 20th March 2002.  The Annual Investment Strategy is a separate requirement under the Local Government Act 2003.  
Draft regulations have been published which allow options for the calculation of Minimum Revenue Provision.  These require local authorities to determine their policy for the coming financial year prior to the start of the year.

It is convenient and informative to consider the three strategies simultaneously.


Background documents:

Local Government and Housing Act 1989

Local Government Act 2003

Local Government Investments: Guidance under s15(1)(a) of the LG Act 2003 (ODPM) (“ODPM Investment Guidance”)

Treasury Management in the Public Services, Code of Practice and Cross-Sectoral Guidance Notes (CIPFA 2001) (“the CIPFA Treasury Management Code”)

Prudential Code for Capital Finance in Local Authorities (CIPFA 2003) (“the Prudential Code”)

Treasury Management Practice statements TMP1 to TMP12

Other working papers within the Finance Division.


Contact officers:  

Chris Hesketh


Tel No: 0161 793 2668

Elaine Marks-Parker

Tel No: 0161 793 3224


Assessment of risk:  

The monitoring and control of risk underpins treasury management activities.  The main risks are of adverse or unforeseen fluctuations in interest rates and loss of capital.  Risk control measures mitigate these risks.

Source of funding:  

Revenue budget


Legal advice obtained:  

Not applicable


Financial advice obtained:  

This report has been prepared by the Finance Division of Customer & Support Services, with assistance from Sector Treasury Services.


Ward(s) to which report relates:  

None specifically


Key Council policies:  

Budget Strategy (Revenue Budget and Capital Programme); Treasury Management Policy


Report detail:

Overleaf






2008/09 Treasury Management Strategy and Annual Investment Strategy

1.  Introduction
1.1 The Local Government Act 2003 and supporting regulations require the Council to “have regard to” the Prudential Code and to set Prudential Indicators for the next three years to ensure that the Council’s capital investment plans are affordable, prudent and sustainable.
1.2 The Act, therefore, requires the Council to set out its treasury strategy for borrowing and to prepare an Annual Investment Strategy (as required by Investment Guidance issued subsequent to the Act); this sets out the Council’s policies for managing its investments and for giving priority to the security and liquidity of those investments.
1.3 The Council considers an annual Treasury Management Strategy under the requirement of the CIPFA Treasury Management Code of Practice, which was adopted by Salford City Council on 20 March 2002.  Furthermore, the 2003 CIPFA Prudential Code introduced new requirements for the manner in which capital spending plans are to be considered and approved and, in conjunction with this, the development of an integrated Treasury Management Strategy.

1.4 It is permissible under the Act, and logical, in the consideration of treasury management activities as a whole, to consider both strategies together. 

1.5 The proposed strategy for 2008/09 is based upon treasury officers’ views on interest rates, supplemented by leading market forecasts provided by the Council’s treasury advisor, Sector Treasury Services.  The strategy covers:

 treasury limits in force which will limit the treasury risk and activities of the Council;
 Prudential Indicators;
 the current treasury position;
 the capital financing requirement;

 prospects for interest rates;

 the borrowing strategy;

 the investment strategy; 

 the extent of debt rescheduling opportunities;

 any extraordinary treasury issues (such as the implications of a transfer of housing stock).
2. The requirement to produce a balanced budget

2.1 It is a statutory requirement under Section 33 of the Local Government Finance Act 1992, for the Council to produce a balanced budget.  In particular, Section 32 requires a local authority to calculate its budget requirement for each financial year to include the revenue costs that flow from capital financing decisions.  

2.2 This, therefore, means that increases in capital expenditure must be limited to a level whereby increases in charges to revenue from: 

· increases in interest charges caused by increased borrowing to finance additional capital expenditure, and 

· any increases in running costs from new capital projects  

are limited to a level which is affordable within the projected income of the Council for the foreseeable future.

3.  Current treasury position
3.1 The Council’s treasury portfolio position at 31st March 2008 is forecast to be as follows:

	
	
	Principal
	Average interest rate

	
	
	£m
	%

	Fixed rate debt
	PWLB
	160.4
	7.5

	
	Stock
	95.6
	8.0

	
	LOBOs
	146.2
	4.4

	
	
	404.2
	6.6

	
	
	
	

	Variable rate debt
	LOBOs
	90.0
	4.7

	
	
	
	

	Other long-term liabilities
	
	12.9
	7.1

	
	
	
	

	Total debt
	
	505.1
	5.7

	
	
	
	

	
	
	
	

	Investments
	
	52.0
	5.3

	
	
	
	

	Total investments
	
	52.0
	5.3

	
	
	
	


3.2 Following a tender process during 2005/06, Scottish Widows were appointed as external fund managers to the Council.  Since 14th December 2005, they have managed £20m investments on the Council’s behalf.  Treasury officers manage the balance of the Council’s investments of £32.0m.
4.   Capital Financing Requirement

4.1  The forecast movement in the Council’s Capital Financing Requirement, effectively the requirement to borrow to meet new capital expenditure commitments, is set out below.
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4.2  Treasury officers consider prospects for interest rates and may borrow up to two years in advance of the related expenditure in order to manage the borrowing and investment portfolios.  
5.   Prospects for interest rates

5.1 The Council has appointed Sector Treasury Services as its treasury adviser and part of their service is to assist the Council to formulate a view on interest rates.  The following table gives Sector’s view, developed by drawing together a number of current forecasts by leading financial institutions (such as UBS and Capital Economics).  The subsequent paragraphs explain the rationale behind this view.

5.2   Sector interest rate forecast – 1 February 2008 
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Sector’s current interest rate view is that Bank Rate: -

· started on a downward trend from 5.75% to 5.50% in December 2007 and 5.25% in February 2008
· to be followed by further cuts to 5.00% in Q2 2008 and to 4.75% in Q3 2008

· then unchanged until an increase in Q4 2009 to 5.0% 

· unchanged then for the rest of the forecast period

· there is downside risk to this forecast if inflation concerns subside and therefore opens the way for the MPC to be able to make further cuts in the Bank Rate

5.2 Economic Background
Introduction

· The sub prime crisis and the downturn in the US housing market has prompted fears worldwide of the potential impact on banking systems and growth. This has led to a sharp downturn in economic sentiment at the start of 2008 which caused the U.S. Fed to take emergency action in January to counteract these negative developments.  These have led some forecasters to make a sharp downward re-assessment of forecast interest rates in 2008 and 2009.

International

· The US, UK and EU economies have all been on the upswing of the economic cycle during 2005 and 2006 and interest rates were successively raised in order to cool their economies and to counter the build up of inflationary pressures.  

· The US is ahead of both the UK and EU in the economic cycle and started to reduce interest rates during 2007. The Fed. rate peaked at 5.25% and has been reduced several times and currently stands at 3% in response to the deteriorating prospects for the economy in the face of the downturn in the housing market, the sub prime mortgage crisis and the ensuing liquidity crisis and rogue trading at the French bank Societe General. 
· More cuts may be required to try to further stimulate the economy.  However, the speed and extent of these cuts may be inhibited by inflationary pressures arising from oil prices, the falling dollar increasing the costs of imports, etc.  The US could be heading into stagflation in 2008 – a combination of inflation and a static economy however, this could even tip into recession if the housing downturn becomes severe enough.

· The problems in the US housing market arising from the sub prime crisis are likely to lead to a decrease in consumer spending and further contribute to contraction in the economy.
· The downturn in economic growth in the US in 2008 could depress world growth, especially in the western economies, which will also suffer directly under the impact of high oil prices.  However, strong growth in China and India will partially counteract some of this negative pressure.

· EU growth has been strong during 2006 and 2007 but will be caught by the general downturn in world growth in 2008.

UK

· GDP: growth has been strong during 2007 despite expectations of a significant slowdown in the pace of the economy but is expected to cool to 2.0% in 2008. Higher than expected immigration from Eastern Europe has underpinned strong growth and dampened wage inflation.

· House prices started to reduce in Q3 2007 and this is expected to continue into 2008.

· The combination of increases in Bank Rate and hence mortgage rates, short term fixed rate mortgages expiring and being renewed at higher rates, food prices rising at their fastest rate since 1993 and increases in petrol prices, have all put consumer spending power under pressure.

· Banks have also tightened their lending criteria since the sub prime crisis started and that will also dampen consumer expenditure via credit cards and on the purchase of houses on mortgages.

· Government expenditure will be held under a tight reign for the next few years, undermining one of the main props of strong growth during this decade.
· With concerns at the build up of inflationary pressures, the MPC is going to be much more cautious about cutting rates compared to the Fed.  If those pressures subside, then there is further downward risk to the Sector forecast which currently only allows for 0.25% cuts to reach 4.75% in Q3 2008. 
5.4    Salford City Council View
Treasury officers concur with Sector’s view.  In summary the interest rate forecast is that:

· The Bank Rate is expected to fall steadily through the year to 4.75% by Q3 2008. They are expected to stay at that level until Q4 2008 before rising again to 5.00% in 2009.
· The 50 year PWLB rate is expected to vary between 4.45% and 4.65% for the foreseeable future.

· Similarly, the 25 year PWLB rate will vary between 4.50% and 4.75%
· The 10 year PWLB rate will fall from 4.60% in Q1 2008 to 4.50% by Q4 2008 before rising steadily to 4.70% by Q4 2009.

· 5 year PWLB rates will follow Bank Rate down to 4.50% by Q4 2008 and rise throughout 2009 to 4.75%
6.
Proposed borrowing strategy
6.1 The Council will have regard to CIPFA’s Treasury Management Code and the Prudential Code.  It will conduct its borrowing activities in accordance with Treasury Management Practice statements maintained by treasury officers.
6.2 The borrowing strategy for 2008-09 is heavily influenced by the possible Large Scale Voluntary Transfer (LSVT) of part of the Council’s Housing Stock.  This is expected to occur towards the end of July 2008.  At that time it is anticipated that the associated outstanding debt will be redeemed by DCLG together with any associated premium.

6.3 At the present time the strategy to be followed is that the PWLB debt will be maintained at around its present level prior to the completion of the LSVT.  Following the LSVT, at which point all PWLB debt will be repaid by DCLG, the strategy will be to begin to re-balance the portfolio between market and PWLB debt.
       Sensitivity of the forecast 

6.4 The main sensitivities of the forecast are likely to be the two scenarios below. Treasury officers, in conjunction with Sector Treasury Services advisers, will continually monitor both the prevailing interest rates and the market forecasts, adopting the following responses to a change of view.

6.5 If it was felt that there was a significant risk of a sharp rise in long and short term rates, perhaps arising from a greater than expected increase in world economic activity or increases in inflation, then the portfolio position would be re-appraised, with the likely action that fixed rate funding would be drawn while interest rates are still relatively cheap.

6.6 If it was felt that there was a significant risk of a sharp fall in long and short term rates, due for example to growth rates remaining low or weakening, then long term borrowings would be postponed, and consideration given to rescheduling from fixed-rate funding into variable-rate or short funding until the appropriate moment to take advantage of lowered long-term fixed rates.

7.  Annual Investment Strategy

Investment policies

7.1 The Council will have regard to the DCLG’s  Guidance on Local Government Investments issued in March 2004 and CIPFA’s Treasury Management in Public Services Code of Practice and Cross Sectoral Guidance Notes. It will conduct its investment activities in accordance with Treasury Management Practice statements maintained by treasury officers.
7.2 The Council’s investment priorities will be the security of capital and the liquidity of investments.  

7.3 The Council will also aim to achieve the optimum return on its investments, commensurate with proper levels of security and liquidity.

7.4 The borrowing of monies purely to invest or on‑lend and make a return is unlawful and this Council will not engage in such activity.
7.5 Investments will be categorised as “specified” or “non-specified” investments.  As they will carry minimal security and liquidity risks, treasury officers will undertake specified investments freely, so long as they are made in Sterling and their duration is less than 365 days.   Non-specified investments will be undertaken within the parameters set out in this strategy.

Specified and non-specified investments

7.6 In order to demonstrate a very prudent approach and impeccable financial probity, it is recommended that specified investments should be made with those counterparties which carry the highest creditworthiness ratings.  

7.7 Specified investments will be made with those counterparties which carry at least the ratings set out below.  For illustrative purposes, Appendix A contains a short explanation of Moody’s rating system.   

7.8 Proposed minimum ratings for Specified Investments.  

	
	Fitch 
	Moody’s
	Maximum 
	Maximum

	Sector
	Rating
	Rating
	Investment
	Period

	
	L/T
	S/T
	L/T
	S/T
	
	

	UK Banks
	AA-
	F1
	Aa
	P-1
	£10m
	364 days

	UK Building Societies
	AA-
	F1
	Aa
	P-1
	£7.5m
	364 days

	European Banks
	AA-
	F1
	Aa
	P-1
	£10m
	364 days

	Money-Market Funds
	AAA
	F1
	Aaa
	P-1
	£5m
	3 months

	Local Authorities
	n/a
	n/a
	n/a
	n/a
	£10m
	364 days

	Debt Management Office 
	n/a
	n/a
	n/a
	n/a
	£10m
	364 days


7.9 In accordance with the guidance, all local authorities and the Debt Management Office will count as specified investments, even though they do not carry a formal rating.  

7.10 Any investments not in sterling, or of duration greater than 364 days, or not satisfying the creditworthiness minima set out in 7.8 above, will be non-specified investments.  The Council is required to set out the types of non-specified investments which it may wish to use during 2008/09, to lay down guidelines on making such investments, and to set limits on the amount of such investments.  

7.11 The main reasons for making a non-specified investment would be:

· Yield: in a circumstance where advantageous interest rates could be secured at a negligible risk;

· Practicalities: for example, the Co-operative Bank’s A/P-1 rating does not satisfy the minima set out in 7.8 above, but may be the best available option for late deals.

7.12 The main types of institutions that the Council may wish to deal with for the reasons outlined in 7.11 above are UK and Irish clearing banks (including the Co-op) and building societies that do not meet the creditworthiness minima for specified investments. 

7.13 It is proposed that treasury officers be free to make non-specified investments according to the following guidelines: 

a) The investment will be in £ sterling.

b) The duration will be less than 365 days.

c) Up to £10m in aggregate at any time may be invested for periods of up to seven days with the Council’s bank, the Co-operative Bank plc.

d) In addition, up to £30m in aggregate at any time may be invested in UK banks and building societies with a minimum long term credit rating of A- by Fitch or A by Moody’s.  No more than £5m at any time may be invested in any one such institution.  Any such investment should secure an additional interest yield when compared with the best available specified investment.
e) Investments of up to £5m for up to 6 months may be made with Irish Banks or Building Societies with a minimum long term credit rating of A- by Fitch or A by Moody’s.  Again, any such investment should secure an additional interest yield when compared with the best available specified investment. 
7.14 Appendices B and C set out the counterparty lists of institutions which currently fall under these definitions of specified and non-specified investments.  These lists are maintained by treasury officers in the statements of Treasury Management Practices.  

7.15 In the event that treasury officers consider an investment outside of these parameters, then advice will be taken from Sector, the Council’s treasury management consultants.  Any such decision will be made by the City Treasurer and reported to the Lead Member for Customer and Support Services and the Council at the next available meetings.

7.16 The Council is alerted to changes in Fitch ratings through its use of the Sector creditworthiness service and counterparty lists are adjusted accordingly.  If a downgrade results in the counterparty or investment scheme no longer meeting the Council’s minimum criteria, its further availability for use as a new investment will be withdrawn immediately.  Members should also note that treasury officers have a good appreciation of market conditions from working closely with independent brokers and with Sector.  They will exercise discretion in dealing with any entity where there are indications that there may be imminent changes to its creditworthiness.

7.17 The criteria proposed above for specified investments have been amended.  The credit rating criteria are unchanged but the cash limits have been increased from £5m with any one institution to those shown in  the table above.  This follows advice from the Treasury Management advisers following their reassessment of the investment policies of the Council and the Greater Manchester Police Authority during the tender process.  They recommended that the investment policies for the 2 authorities be brought more into line with each other.  The time limit for investment period previously stood at 364 days.  This has been shortened for Money Market funds to 3 months although no investments in this market sector have been made recently.
7.18 The criteria proposed for non-specified investments has also been revised.  Again the credit rating parameters remain unchanged.  The cash limit for Irish Banks and Building Societies has been lifted from £3m to £5m to allow Treasury staff to take advantage of better rates of return on offer in this sector.  In addition the time period for such investments has been increased from 3 months to 6 months.

7.19 The combination of the changes in investment criteria will assist Treasury staff in the management of the Council’s increasing cash balances.

Investment strategy: in-house funds

7.20 Investments will be made with reference to the core balance, cash flow requirements and the outlook for short-term interest rates (i.e. rates for investments up to 12 months).  
7.21 For its cash flow generated balances, the Council will seek to utilise its business reserve accounts and short-dated deposits (1-3 months) in order to benefit from the compounding of interest.  

7.22 Sector is forecasting base rates to be on a falling trend to 4.75% in Q3 2008.  Treasury officers concur with this forecast and will seek to take advantage of higher rates before they start to fall.  Nevertheless, as the Council’s funds are mainly cash-flow derived, maturity periods on investments have been kept within 365 days.  Treasury officers have identified 5.7% as an attractive trigger rate for lending longer than 364 days.  This trigger will be kept under review and discussed with Sector so that investments can be made at the appropriate time.   

Investment strategy: managed funds

7.23 Scottish Widows have been appointed to manage £20m of the Council’s core funds, ie sums which should be available for investment over the medium term.  This was in order to take advantage of Scottish Widows’ expertise and to spread the Council’s investments to manage risks.

7.24 A full list of counterparties agreed for use by the fund managers is included at Appendix D.

7.25 The performance of the fund managers is subject to regular review and the funds can be withdrawn if necessary at short notice, either due to poor performance or an alternative need for the funds.

8. Debt rescheduling

8.1 The introduction of different PWLB rates on 1st November 2007 for new borrowing as opposed to early repayment of debt, and the setting of a spread between the two rates (of about 40-50 basis points for the longest period loans narrowing down to 25-30 basis points for the shortest loans), has meant that PWLB to PWLB debt restructuring is now much less attractive than before that date.  However, significant interest savings will still be achievable through using LOBOs (Lenders Option Borrowers Option) loans and other market loans.
8.2 As average PWLB rates are expected to be minimally higher at the start of the financial year than later on in the year, and as Bank Rate is expected to fall more than longer term borrowing rates during the year, this will mean that the differential between long and short rates will narrow during the year and that there should, therefore, be greater potential for making interest rate savings on debt by doing debt restructuring earlier on in the year.  Any positions taken via rescheduling will be in accordance with the strategy position outlined in Section 6 above.
9.     Treasury limits for 2008/09 to 2010/11
9.1 It is a statutory duty under s3 of the Local Government Act 2003 for the Council to determine and keep under review its affordable borrowing limits.  In determining its limits, the Council must have regard to the Prudential Code and ensure that total capital investment remains within sustainable limits, in particular that the impact upon its future Council tax/rent levels is acceptable. 
9.2 A number of Prudential Indicators were included in Part 4 of the 2008/09 Revenue Budget and Capital Programme approved by Council on 20th February 2008.  Those of the indicators that specifically relate to borrowing and investment activities are set out below.
9.3 Authorised limit for external debt
        This limit represents the total level of external debt (and other long-term liabilities, such as finance leases) that the Council is likely to need in each year to meet all possible eventualities that may arise in its treasury management activities.
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9.4 Operational boundary for external debt
This limit reflects the estimate of the most likely prudent, but not worst case, scenario without the additional headroom included within the authorised limit.  
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9.5 Capital Financing Requirement (CFR)
The CFR measures the Council’s underlying need to borrow for capital purposes, net of any investments held.  
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Net external borrowing should not exceed the CFR in the preceding year plus estimates of any additional amounts for the current and next two years.  As a key benchmark and early warning of any potential breach of borrowing limits, the CFR is subject to continual monitoring by treasury officers and reported to Budget Scrutiny Committee.
The maximum net debt held during 2007/08 has been £459.879m against a CFR of £511.767m.
9.6 Prudential indicators for treasury management
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10.  Extraordinary treasury issues

10.1 The strategy is required to highlight significant issues which might arise during the financial year and have a bearing on treasury management.  In 2008/09, such issues include  the transfer of a portion of the housing stock to City West.
Stock transfer

10.2 A transfer of housing stock raises a number of complex and critical decisions which are currently being planned for, including consideration of whether proceeds should be used to repay debt or retain investments.

10.3 The impact of the transfer on both drawing capital finance and the repayment of debt suggests consideration of:

· delaying capital finance in order to avoid potentially expensive penalties;

· rescheduling in advance of the transfer to minimize penalties, maximize discounts and take advantage of the housing subsidy regulations.

LOBO loan interest and the amortisation of premiums
10.4 CIPFA introduced a new Statement of Recommended Practice (SORP) with effect from 1st April 2007.  The SORP brought the accounting treatment of LOBOS, Discounts and Premiums into line with current commercial practice. The SORP supports the view previously expressed by the Council’s auditors and would have had a severe impact on the Income and Expenditure account in the first year.  However DCLG has issued draft regulations which would override the SORP and limit the impact on the call on Council Tax.  
11. Minimum Revenue Provision
11.1 At present, Government regulations determine the minimum amount of their outstanding debt that authorities must repay from revenue each year.  Draft regulations have now been published allowing options for 2008/09.  Following consideration of these options, the following basis is proposed for the calculation of the Minimum Revenue Provision (MRP) for the repayment of debt:
· For capital expenditure incurred before 1 April 2008 and for future supported capital expenditure, the MRP will be based on the former DCLG regulations;

· For capital expenditure incurred after 1 April 2008 and financed by unsupported borrowing, the MRP will be based on the estimated lives of the assets.

This proposal maximises stability and minimises the increase in MRP
12.  Conclusion

12.1The strategy will provide a framework by which treasury officers can effectively manage the risks and rewards associated with the borrowing and investment of the Council’s funds throughout 2008/09.

12.2The strategy will provide a prudential framework in which treasury officers will conduct operations, while providing the flexibility to take advantage of shifts in the national economy to secure additional returns.

13.  Recommendation

13.1It is recommended that the 2008/09 Treasury Management Strategy, Annual Investment Strategy and MRP Policy outlined herein are approved.  

John Spink

City Treasurer
Appendix A

A brief explanation of Moody’s credit ratings

Long-term ratings:

Aaa
‘Gilt-edged’ bonds of the best quality.  Principal is secure.

Aa
High quality.  May not have as large margins of protection as the best bonds.

A
Many favourable attributes.  Adequate security, but elements may be present which suggest a susceptibility to impairment some time in the future.

Baa 
These bonds, and the next two classes, are of medium standing, and contain speculative elements


Ba
As above, but more undesirable characteristics

B
As above, but even more undesirable characteristics

Caa
These bonds, and the next two classes, are speculative.  There is a significant danger to the security of the principal sum.

Ca
As above, but more undesirable characteristics

C
As above, but even more undesirable characteristics

Short-term ratings:

Prime-1 (P-1)
‘Superior ability for repayment of senior short-term debt obligations’.  Often evidenced by leading market position, conservative capital structure, assured sources of alternative liquidity etc.

Prime-2 (P-2)
‘Strong ability for repayment of senior short-term debt obligations’.  Evidenced by similar characteristics to P-1 but to a lesser extent.

Prime-3 (P-3)
‘Acceptable ability for repayment of senior short-term debt obligations’.  Some of the characteristics of P-1 and P-2 may be present.  The effect of industry characteristics and market compositions may be more pronounced.

Not Prime
Basically, anyone else.

Appendix B

Specified investments: full individual list of counterparties at February 2008 
Any investment in £ sterling, for a period less than 365 days, in any of these entities, is a specified investment. 

	Sector
	Borrower

	A.
UK clearing banks



	Abbey National plc

Alliance & Leicester plc

Bank of Scotland / Halifax plc
Barclays Bank plc

Citibank International plc

Clydesdale / Yorkshire Bank

HSBC Bank plc

Lloyds TSB Bank plc

National Westminster Bank plc

Royal Bank of Scotland plc



	B.
UK building societies 



	Nationwide BS



	C.
Local authorities
	Any local authority or parish council (but 'capped' or 'sensitive' authorities must be cleared beforehand by City Treasurer).



	D.
European banks



	(B)

Dexia Bank

(B)

Fortis Bank

(B)

KBC

(DK)
Danske Bank

(FIN)
Nordea Bank

(F)
    BNP Paribas
(F)
    CNCE

(F)
    Calyon

(F)
    Credit Agricole SA

(F)
    Dexia Credit Locale

(F)
    Societe Generale 

(D)

Deutsche Bank AG

(D)

Landwirtschaftliche Rentenbank
(I)       Intesa Sanpaolo 

(L)      Dexia Banque Internationale

(L)     Fortis Banque Luxembourg 

(NL)
ABN AMRO Bank NV

(NL)
Bank Nederlandse Gemeenten

(NL)
ING Bank NV

(NL)
Rabobank International

(IRE)  Allied Irish Bank plc

(IRE)  Bank of Ireland

(IRE)  Depfa Bank

(IRE)  First Active plc

(E)
     Banco Bilbao Vizcaya Argentaria

(E)
     Banco de Credito Local de Espana

(E)      Banco Popular Espano

(E)
    Banco Santander Central Hispano

(E)
    Confederacion Espanola de Cajas de Ahorros

(S)     Nordea Bank

(S)     Svenska Handlebanken AB 

(CH)   Credit Suisse 

(CH)   UBS AG



	E.
Money market funds



	AIM Global

Barclays Global



	F.
UK Government
	Debt Management Office 


Treasury officers are free to make specified investments in accordance with the Investments Strategy without any further approval.  
However, in order to maintain a cautious and prudent approach, it is intended that wherever possible (ie without significant detriment to yield) the investment limits detailed in Section 7 of the report will not be exceeded.

Where multiple institutions exist under one group umbrella, they will normally treated as a single entity for investment purposes.

Appendix C

Non-specified investments: full individual list of counterparties at February 2008
Any investment that: is not in £ sterling; or is for a duration greater than 364 days; or does not meet the creditworthiness criteria for a 'specified investment', is a 'non-specified investment'.  

The following counterparty list is of those entities which it is felt that treasury officers are most likely to deal with in 2008/09
	Sector
	Borrower

	A.
UK clearing banks



	Co-operative bank plc

Bradford and Bingley

Northern Rock plc

Standard Chartered bank



	B.
UK building societies

C. Irish Banks and Building Societies
	Britannia BS

Chelsea BS

Cheshire BS

Coventry BS

Derbyshire BS

Dunfermline BS

Leeds BS

Newcastle BS

Norwich and Peterborough BS

Principality BS

Skipton BS

West Bromwich BS

Yorkshire BS

EBS Building Society

Anglo Irish Bank Corporation plc

Irish Continental Bank Ltd

Irish Life and Permanent plc

Irish Nationwide Building Society




Treasury officers are free to make non-specified investments in accordance with the following parameters:

a) The investment will be in £ sterling.

b) The duration will be less than 365 days.  Furthermore, in order to maintain a cautious and prudent approach, it is intended that wherever possible the duration will not be greater than three months, or other period (of less than 365 days) judged by treasury officers to be appropriate, having regard to security, yield, and available choice of investment.

c) Up to £10m in aggregate at any time may be invested for periods of up to seven days with the Council’s bank, the Co-operative Bank plc.

d) In addition, up to £30m in aggregate at any time may be invested in UK banks and building societies with a minimum credit rating of A/P-1 (or A/F1).  No more than £5m at any time may be invested in any one such institution.  Any such investment should secure an additional interest yield when compared with the best available specified investment.  

e) Investments of up to £5M for up to 6 months may be made with Irish banks and building societies

In the event that treasury officers consider an investment outside of these parameters, then advice is to be taken from Sector, the Council’s treasury management consultants.  The final decision will rest with the City Treasurer in consultation with the Lead Member, and be reported to Council at its next available meeting.

Appendix D

Scottish Widows

Managed fund counterparty list

	Nation
	Counterparty Names


	Moodys Ratings
	

	
	
	LT
	ST

	
	
	
	

	UK 
	
	
	

	
	Alliance & Leicester Group
	Aa3
	

	
	Alliance & Leicester Group Treasury
	Aa3
	P-1

	
	Alliance & Leicester
	Aa3
	P-1

	
	
	
	

	
	Barclays plc
	Aa1
	

	
	Barclays Bank plc
	Aa1
	P-1

	
	Barclays Bank Australia
	Aa1
	P-1

	
	Barclays Capital
	Aa1
	P-1

	
	Woolwich plc
	Aa1
	P-1

	
	
	
	

	
	Britannia Building Society 
	A2
	P-1

	
	
	
	

	
	Chelsea Building Society
	A2
	P-1

	
	
	
	

	
	Cheshire Building Society
	A2
	P-1

	
	
	
	

	
	Coventry Building Society 
	A2
	P-1

	
	
	
	

	
	Derbyshire Building Society
	A2
	P-1

	
	
	
	

	
	Dunfermline Building Society
	A2
	P-1

	
	
	
	

	
	Export Finance
	Aaa
	P-1

	
	
	
	

	
	HBOS plc
	
	

	
	HBOS plc
	Aa2
	P-1

	
	Bank of Scotland
	Aa1
	P-1

	
	HBOS Treasury Services plc
	Aa2
	P-1

	
	Halifax plc
	Aa1
	P-1

	
	Bank of Western Australia Ltd
	Aa3
	P-1

	
	
	
	

	
	HSBC
	
	

	
	HSBC Bank plc
	Aa2
	P-1

	
	HSBC Bank Australia
	A2
	P-1

	
	Credit Commercial de France
	Aa3
	P-1

	
	
	
	

	
	Leeds & Holbeck Building Society
	A2
	P-1

	
	
	
	

	
	Lloyds TSB Group plc
	Aaa
	

	
	Lloyds TSB Bank plc
	Aaa
	P-1

	
	Lloyds TSB Scotland
	Aaa
	P-1

	
	
	
	

	
	MBNA Europe Funding
	Aa1
	P-1

	
	
	
	

	
	Merrill Lynch & Co Inc
	A1
	P-1

	
	
	
	

	
	Nationwide Building Society 
	Aa2
	P-1

	
	
	
	

	
	Newcastle Building Society
	A2 
	P-1

	
	
	
	

	
	Norwich & Peterborough Building Society
	A2
	P-1

	
	
	
	

	
	Northern Rock
	Aa3
	P-1

	
	
	
	

	
	The Royal Bank of Scotland plc (Group)
	Aa1
	

	
	The Royal Bank of Scotland plc
	Aaa
	P-1

	
	National Westminster Bank plc
	Aaa
	P-1

	
	Ulster Bank Ltd
	Aa2
	P-1

	
	
	
	

	
	Ulster Bank Ireland Ltd
	Aa2
	P-1

	
	Adam & Company
	Aa1
	P-1

	
	First Active
	Aa2
	P-1

	
	
	
	

	
	Skipton Building Society
	A2
	P-1

	
	
	
	

	
	West Bromwich Building Society
	A2
	P-1

	
	
	
	

	
	Yorkshire Building Society
	A2
	P-1

	
	
	
	

	
	
	
	

	International
	
	
	

	
	
	
	

	NZ
	ANZ Banking Group Ltd
	Aa1
	P-1

	
	ANZ Banking Group Ltd
	Aa1
	P-1

	
	ANZ National Ltd
	Aa2
	P-1

	
	
	
	

	NZ
	Macquarie Bank
	A1
	P-1

	
	
	
	

	AUS
	Commonwealth Bank of Australia
	Aa1
	P-1

	
	
	
	

	AUS
	National Australia Bank Ltd
	Aa1
	

	
	National Australia Bank Ltd
	Aa1
	P-1

	
	Clydesdale Bank
	Aa3
	P-1

	
	Bank of New Zealand
	Aa2
	P-1

	
	
	
	

	AUS
	St. George Bank Limited
	Aa2
	P-1

	
	
	
	

	AUS
	Suncorp Metway
	Aa3
	P-1

	
	
	
	

	AUS
	Westpac Banking Corporation
	Aa1
	P-1

	
	
	
	

	A
	Erste Bank der Oesterreichisch
	Aa3
	P-1

	
	
	
	

	A
	Hypo Alpe-Adria Bank AG
	Aa2
	P-1

	
	
	
	

	A
	Investkredit Bank
	
	

	
	Investkredit Bank
	A1
	P-1

	
	Kommunalkredit International Bank Ltd
	Aa3
	P-1

	
	Kommunalkredit Austria
	Aa2
	P-1

	
	
	
	

	A
	RZB
	Aa2
	P-1

	
	
	
	

	B
	Dexia Bank
	
	

	
	Dexia Banque Internationale a Luxembourg
	Aa1
	P-1

	
	Dexia Credit Local
	Aa1
	P-1

	
	Dexia Publis Finance
	Aa1
	P-1

	
	
	
	

	B
	Fortis Bank
	
	

	
	Fortis Bank
	Aa2
	P-1

	
	Fortis Finance NV
	Aa2
	P-1

	
	
	
	

	
	
	
	

	B
	KBC Bank N.V.
	
	

	
	KBC Bank N.V.
	Aa2
	P-1

	
	IIB Bank Limited
	A1
	P-1

	
	
	
	

	CDN
	Bank of Montreal
	Aa1
	P-1

	
	
	
	

	CDN
	Bank of Nova Scotia
	Aa1
	P-1

	
	
	
	

	CDN
	Canadian Imperial Bank of Commerce
	Aa2
	P-1

	
	
	
	

	CDN
	National Bank of Canada
	Aa2
	P-1

	
	
	
	

	CDN
	Province of Quebec
	Aa2
	P-1

	
	
	
	

	CDN
	Royal Bank of Canada
	Aaa
	P-1

	
	
	
	

	CDN
	Toronto Dominion Bank
	Aaa
	

	
	Toronto Dominion Bank
	Aaa
	P-1

	
	Toronto Dominion, Europe
	Aaa
	P-1

	
	Toronto Dominion, Australia
	Aaa
	P-1

	
	
	
	

	DK
	Danske Bank
	Aa1
	P-1

	
	
	
	

	FIN
	Sampo Bank plc
	Aa1
	P-1

	
	
	
	

	FIN
	Nordes AB
	Aa1
	

	
	Nordes Bank of Finland plc
	Aa1
	P-1

	
	Nordes Bank Sweden
	Aa1
	P-1

	
	Nordes Bank Danmark
	Aa1
	P-1

	
	Nordes Bank Norge ASA
	Aa1
	P-1

	
	
	
	

	F
	Agence Francaise de Developpement
	Aaa
	0

	
	
	
	

	F
	Banque Federative du Credit Mutuel
	
	

	
	Banque Federative du Credit Mutuel
	Aa3
	P-1

	
	Credit Industriel et Commercial (CIC)
	Aa3
	P-1

	
	
	
	

	F
	Banque Nationale de Paris (BNP)
	Aa1
	P-1

	
	
	
	

	F
	Caisse des Depots et Consignations
	Aaa
	P-1

	
	
	
	

	F
	Caisse Nationale des Caisse d’Epargne
	Aa2
	P-1

	
	Caisse Nationale des Caisse d’Epargne Prevoy
	Aa2
	P-1

	
	
	
	

	F
	Ixis Corporate and Investment Bank
	Aa2
	P-1

	
	
	
	

	F
	Calyon Financial Institutions
	Aa1
	

	
	Calyon Financial Institutions
	Aa1
	P-1

	
	Caisse Nationale de Credit Agricole
	Aa2
	P-1

	
	Credit Agricole Indosuez
	Aa1
	P-1

	
	Credit Lyonnais
	Aa1
	P-1

	
	
	
	

	F
	Natexis Banque
	Aa2
	P-1

	
	
	
	

	F
	Natixis
	Aa2
	P-1

	
	
	
	

	F
	Societe Generale
	Aa2
	P-1

	
	
	
	

	D
	Bayerisches Hypo-und Vereinsbank AG
	A1
	P-1

	
	
	
	

	D
	Bayerische Landersbank Girozentrale
	Aa2
	P-1

	
	
	
	

	D
	DekaBank Deutsche Girozentrale
	Aa2
	P-1

	
	
	
	

	D
	DePfa Deutsche Pfandbriefbank
	Aa3
	

	
	DePfa Bank
	Aa3
	P-1

	
	DePfa Bank Europe plc
	Aa3
	P-1

	
	
	
	

	D
	Deutsche Bank
	Aa1
	P-1

	
	
	
	

	D
	Deutsche Postbank
	Aa2
	P-1

	
	
	
	

	D
	Dresdner Bank
	Aa2
	P-1

	
	
	
	

	D
	EuroHypo AG
	A1
	P-1

	
	
	
	

	D
	DZ Bank Group
	Aa3
	

	
	DZ Bank 
	Aa3
	P-1

	
	DZ Bank Ireland
	A2
	P-1

	
	
	
	

	D
	Hamburgische Landesbank Girozentrale
	
	

	
	Hamburgische LB Finance (Guersney) Ltd
	Aa1 
	P-1

	
	
	
	

	D
	HSH Nordbank AG
	Aa2
	P-1

	
	
	
	

	D
	Landesbank Baden-Wurttemberg Group
	Aa1
	P-1

	
	Landesbank Baden-Wurttemberg 
	Aa1
	P-1

	
	Heleba International Finance Dublin
	Aaa
	P-1

	
	
	
	

	D
	Landesbank Hessen-Thuringen Girozentrale
	Aa2
	P-1

	
	
	
	

	D
	Landesbank Rheinland-Pfalz Giro
	Aa1
	P-1

	
	
	
	

	D
	Landesbank Sachsen Girozentrale
	Aa2
	P-1

	
	
	
	

	D
	Landesgirokasse Stuttgart
	Aaa
	P-1

	
	
	
	

	D
	Norddeutsche Landesbank
	
	

	
	Norddeutsche Landesbank
	Aa2
	P-1

	
	Norddeutsche Landesbank, Luxembourg
	Aa3
	P-1

	
	
	
	

	D
	NRW Bank
	
	

	
	NRW Bank
	Aa1
	P-1

	
	Westdeutsche Landesbank Girozentrale
	A2
	P-1

	
	
	
	

	
	
	
	

	NL
	ABN/AMRO Bank
	
	

	
	ABN/AMRO Bank
	Aa2
	P-1

	
	ABN/AMRO Bank Australia Limited
	Aa2
	P-1

	
	
	
	

	NL
	Bank Nederlands Gemeenten NV
	Aaa
	P-1

	
	
	
	

	NL
	ING Bank NV
	
	

	
	ING Bank NV
	Aa1
	P-1

	
	ING London
	Aa1
	P-1

	
	ING Verzekeringen
	Aa1
	P-1

	
	ING Belgium NV
	Aa1
	P-1

	
	Deutsche Hypothekenbank AG
	A2
	P-1

	
	
	
	

	NL
	Rabobank Nederland
	
	

	
	Rabobank Nederland
	Aaa
	P-1

	
	Rabobank London Branch
	Aaa
	P-1

	
	Rabo Australia 
	Aaa
	P-1

	
	
	
	

	NL
	SNS Bank
	A1
	P-1

	
	
	
	

	IS
	Glitnir
	Aa3
	P-1

	
	
	
	

	IS
	Kaupthing Bunadarbanki
	
	

	
	Kaupthing Bunadarbanki
	Aa3
	P-1

	
	Finance for Danish Industry
	A1
	P-1

	
	
	
	

	IS
	Republic of Iceland
	Aaa
	P-1

	
	
	
	

	IS
	Landsbanki Islands HF
	Aa3
	P-1

	
	
	
	

	IRL
	Allied Irish Banks
	Aa2
	P-1

	
	
	
	

	IRL
	Anglo Irish Bank Corp
	A1
	P-1

	
	
	
	

	IRL
	Bank of Ireland
	Aa2
	P-1

	
	
	
	

	IRL
	EBS Building Society 
	A1
	P-1

	
	
	
	

	IRL
	Irish Life and Permanent
	Aa3
	P-1

	
	
	
	

	I
	Banca Commerciale Italiana (Intesa)
	Aa2
	P-1

	
	
	
	

	I
	Banca Monte dei Paschi di Siena
	Aa3
	P-1

	
	
	
	

	I
	Banca Nazionale Del Lavoro Spa
	Aa2
	P-1

	
	
	
	

	I
	Capitalia S.p.A.
	Aa2
	P-1

	
	
	
	

	I
	San Paolo - IMI
	
	

	
	San Paolo - IMI
	Aa2
	P-1

	
	Banco di Napoli
	Aa3
	P-1

	I
	Unicredito Italiano
	
	

	
	Unicredito Iraliano
	Aa2
	P-1

	
	Rolo Bannca 1473
	Aa3
	P-1

	
	
	
	

	I
	Banca di Roma
	Aa3
	P-1

	
	
	
	

	J
	Bank of Tokyo Mitsubishi 
	Aa2
	P-1

	
	
	
	

	J
	Japan Bank for International Cooperation
	Aaa
	P-1

	
	
	
	

	KWT
	National Bank of Kuwait
	Aa3
	P-1

	
	
	
	

	L
	Banque et Caisse Epargne de L'Etat
	Aa1
	P-1

	
	
	
	

	L
	Banque Generale du Luxembourg
	Aa2
	P-1

	
	
	
	

	N
	DNB NOR Bank
	
	

	
	Den Norske Bank ASA
	Aa1
	P-1

	
	DNB NOR Bank
	Aa1
	P-1

	
	
	
	

	P
	Banca Commercial Portugues
	
	

	
	Banca Commercial Portugues
	Aa3
	P-1

	
	BCP Fincance
	Aa3
	P-1

	
	
	
	

	P
	Banco Esporito Santo
	Aa3
	P-1

	
	
	
	

	P
	Caixa Geral de Depositos SA
	Aa1
	P-1

	
	
	
	

	SGP
	Overseas-Chinese Banking Corp
	Aa1
	P-1

	
	
	
	

	E
	Banco Bilbao Vizcaya Argentaria Group
	Aa1
	

	
	Banco Bilbao Vizcaya Argentaria
	Aa1
	P-1

	
	BCL International Finance Ltd
	Aa1
	P-1

	
	
	
	

	E
	Banco Popular Espanol, S.A
	Aa1
	P-1

	
	
	
	

	E
	Bankinter SA
	Aa3
	P-1

	
	
	
	

	E
	Caja de Ahorros y Pensiones de Barcelona
	Aa1
	P-1

	
	
	
	

	E
	Caja de Madrid
	Aa1
	P-1

	
	
	
	

	E
	Banco Santander
	Aa3
	

	
	Santander Central Hispano
	Aa1
	P-1

	
	Abbey national plc
	Aa3
	P-1

	
	Abbey National Treasury Services plc
	Aa3
	P-1

	
	Holmes 6
	Aaa
	P-1

	
	
	
	

	S
	SEB AB
	Aa3
	P-1

	
	
	
	

	S
	Svenska Handelsbanken Group
	Aa1
	

	
	Svenska Handelsbanken
	Aa1
	P-1

	
	Stadshypotek AB
	Aa1
	P-1

	
	
	
	

	S
	Swedbank Group
	Aa1
	P-1

	
	Swedbank (ForeningsSparbanken AB (publ))
	Aa1
	P-1

	
	AB Spintab (pub1)
	Aa1
	P-1

	
	
	
	

	S
	Credit Suisse First Boston
	Aa1
	P-1

	
	
	
	

	S
	UBS AG
	Aaa
	P-1

	
	
	
	

	JPN
	Norinchukin Bank
	Aa2
	P-1

	
	
	
	

	UAE
	Emirates Bank International 
	A1
	P-1

	
	
	
	

	UAE
	Abu Dhabi Commercial Bank
	Aa3
	P-1

	
	
	
	

	UAE
	National Bank of Abu Dhabi
	Aa3
	P-1

	
	
	
	

	UAE
	National Bank of Dubai
	A1
	P-1

	
	
	
	

	USA
	Bank of America
	Aa1
	P-1

	
	Bank of America NA
	Aaa
	P-1

	
	Bank of America NT and SA
	Aa1
	P-1

	
	
	
	

	USA
	Bank of New York
	Aaa
	P-1

	
	
	
	

	USA
	Bear Stearns Inc
	A2
	P-1

	
	
	
	

	USA
	Citigroup Inc
	Aa3
	

	
	Citigroup N.A.
	Aa1
	P-1

	
	Citigroup Inc
	Aa3
	P-1

	
	Citibank NY
	Aa1
	P-1

	
	Travelers Insurance
	Aa3
	P-1

	
	Citigroup Global Market Holdings Inc
	Aa3
	P-1

	
	
	
	

	USA
	Fleet National Bank
	Aa2
	

	
	Fleet Boston Financial Corp
	Aa2
	P-1

	
	
	
	

	USA
	Goldman Sachs Group Inc
	Aa3
	P-1

	
	
	
	

	USA
	J.P. Morgan
	Aa2
	

	
	J.P. Morgan Chase Bank
	Aa2
	P-1

	
	J.P. Morgan & Co. Inc
	Aa3
	P-1

	
	Morgan Guaranty Trust Co of New York
	Aa3
	P-1

	
	
	
	

	USA
	Lehman Bros Inc
	A1
	P-1

	
	
	
	

	USA
	Morgan Stanley
	Aa3
	

	
	Morgan Stanley Dean Witter
	Aa3
	P-1

	
	
	
	

	USA
	StateStreet Bank
	Aa1
	P-1

	
	
	
	

	USA
	SunTrust Banks Inc
	Aa3
	P-1

	
	
	
	

	USA
	Wachovia Corporation
	Aa3
	

	
	Wachovia Corporation
	Aa3
	P-1

	
	
	
	

	USA
	Wachovia Bank of North Carolina
	Aa2
	P-1

	
	
	
	

	USA
	Wells Fargo Group
	Aaa
	P-1

	
	Wells Fargo NA
	Aaa
	P-1

	
	Wells Fargo & Company
	Aa1
	P-1

	
	
	
	

	supranational
	European Bank for Reconstruction & Development
	Aaa
	0

	supranational
	European Investment Bank
	Aaa
	0

	supranational
	Eurofima
	Aaa
	P-1

	supranational
	International Bank of Reconstruction & Development
	Aaa
	0

	supranational
	KFW
	Aaa
	P-1

	supranational
	Swedish National Housing Finance Corp
	Aa3
	P-1
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				2008/09		2009/10		2010/11

				£m		£m		£m

		Borrowing		547		417		451

		Other long term liabilities		15		20		25

		Total		562		437		476
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		Prudential indicators		2008/09		2009/10		2010/11

				%		%		%

		Limits on interest rate exposure

		Upper limit on fixed interest rate exposure		100		100		100

		Upper limit on variable interest rate exposure		50		50		50

						All years

						upper		lower

						limit		limit

		Maturity structure for fixed rate borrowing				%		%

		under 12 months				50		0

		12 and within 24 months				50		0

		24 months and within 5 years				50		0

		5 years and within 10 years				50		0

		10 years and above				100		40

		in addition, the following local limits will apply :-

		Variable rate debt maturing in any one year				30		0

				2008/09		2009/10		2010/11

				£m		£m		£m

		Limits on long-term investments

		Upper limit for investments of more than 364 days		40		40		40
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				2008/09		2009/10		2010/11

				£m		£m		£m

		Borrowing		647		518		549

		Other long term liabilities		15		20		25

		Total		662		538		574
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				2008/09		2009/10		2010/11

				£m		£m		£m

		General Fund		275.580		277.821		278.951

		HRA		102.897		102.897		102.897

		Total		378.477		380.718		381.848
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				2007/08		2008/09		2009/10		2010/11

						est		est		est

				£m		£m		£m		£m

		Change in Cap Financing Reqt		12.8		5.6		2.2		1.1






