FINANCE PORTFOLIO
DECISION SCHEDULE

HARTLEPOOL
BOROUGH COUNCIL

Friday 10" November, 2006
at 10am
in Committee Room “A”
Councillor Payne, Cabinet Member responsiblefor Finance willconsider the

folowing items.

1. KEY DECISIONS
No items

2. OTHERITEMS REQUIRING DECSION
21 Treasury Management Strategy Review— Chief Finandal Officer

3. ITEMS FORINFORMATION/DISCUSSION
31 Chief Executive’s De partmental Plan 2006/07 — 2" Quarter Monitoring Rep ot
— Chief Finandal Officer and Chief Solidtor

4, REPORTS FROM OVERVIEW OF SCRUTINY FORUMS
No items
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FINANCE PORTFOLIO m
10" November, 2006 ._g_*__

B B R CTAIME

Report of: Chief Financial Officer

Subject: TREASURY MANAGEMENT STRATEGY
REVIEW

SUMMARY

1.0 PURPOSE OF REPORT

To provide areview of Treasury Management for 2006/2007.

2.0 SUMMARY OF CONTENTS

The report provides details to enable the Treasury Management
Strategy for 2006/2007 to be review ed.

3.0 RELEVANCE TO PORTFOLIO MEMBER
Delegated pow ers do not apply tothis item.
4.0 TYPEOFDECISION
Non-key Decision.
50 DECISION MAKING ROUTE
To Portfolio Holder.
6.0 DECISION(S) REQUIRED

Approval of Treasury Strategy.
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Report of: Chief Financial Officer
Subject: TREASURY MANAGEMENT STRATEGY
REVIEW

1. PURPOSE OF REPORT

1.1 To provide a review of the Treasuwry Management Strategy for
2006/2007.

2. BACKGROUND

2.1 The current Investment and Borrow ng strategy was approved by
CoaniI on 16" February, 2006 and reported tothe Finance Portfolio on
13" March, 2006.

2.2 The CIPFA Code of Pactice for Treasury Management recommends
as best practice, interim reporting of treasury management activities.
This report provides details of treasury management events for the
year to date and recommends changes to the strategy as appropriate
to reflect the prospects for short and long term interest rates. The
review covers the fdlowing areas:
» Prospect for Interest Rates
* Borrowing Strategy
* Investment Strategy
* Prudential Code Monitoring

3. PROSPECT FOR INTEREST RATES

3.1 The original strategy report provided an overview of interest rate

Finance - 06.11.10- 2.1 TreasuryManagement Str ategy Review
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forecasts from three major independent forecasters for base rates and
longer term Public Works Loan Board (PWLB). Although it w as noted
that there was an unusual degree of uncertainty, the general
consensus was that short term rates were unlikely to change
significantly during the financial year. Since the report there has been
a growing consensus of opinion of the likely prospect for interest rates,
w ith an expectation of a 0.25% rise in November.
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Short Term Interest Rate Forecasts

Q/E3 QIE4 QIE1 QIE2 QIE3 QIE4 QIE1 QIE2

2006 2006 2007 2007 2007 2007 2008 2008
Sector Forecast 475% | 500% || 500% | 5.00% | 475% | 475% || 4.75% | 4.50%
UBS Forecast 475% | 500% || 500% | 5.00% | 500% | 5.00%

Capital Economics 4.75% 5.00% 5.00% 5.00% 4.75% 4.50%
Forecast

3.2  Although not reflected in the forecasts shown above, as at late October
the market was already pricing in a further 0.25% rise in 2007, resulting
in potentially very attractve rates for investments for periods of one
year or more.

3.3 Theforecasts for long term rates arefor them to eventually increase.

Long Term Interest Rate Forecasts (50 year PWLB)

Q/E3 QIE4 QIE1 QIE2 QIE3 QIE4 QIE1 QIE2

2006 2006 2007 2007 2007 2007 2008 2008
Sector Forecast 4.25% | 425% | 425% | 4.25% | 425% | 4.25% | 4.50% | 4.50%
UBS Forecast 4.65% | 475% | 485% | 4.95% | 495% | 4.85%

Capital Economics 4.25% 4.25% 4.25% 4.35% 4.35% 4.35%
Forecast

4 BORROWING STRATEGY
4.1 The current positionis show nis as follows:

Market Loans £5m
PWLB £78.9m

4.2 The average interest rate of PWLB debtis now 4.49%, w hich compares
very favourable aganst a national average of 6.21%. A debt
rescheduling exercise recently undertaken in relation to the market loan
has reduced the interest rate payable from 7.57% to 5.3%. The
Councils average rate of borrowing for all external deht following the
rescheduling is 4.67%.
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4.3

4.4

4.5

4.6
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Following the strategic borrowing undertaken n 20052006, the original
strategy report highlighted there w as unlikely to be a need for any long
term borrow ing, but the position would be kept under review in the light
of additional prudentia borrow ing allocations. Although it still lboks
unlikely any additiona borrowing will be required in relation to the
curent years Capital Programme, it may be beneficial to undertake
further borroving later in the year to fund the 2009/2010 capital
programme if long term rates look set to increase. It is therefore
recommended that the Chief Financial Officer (CFO) be given authority
to undertake further borrowing if t will secure low er rates of borrowing.

Because of the current shape of the yield curve as show n below, i.e.
interest rates low er for longer maturity periods, there are opportunities
for some PWLB dehbt rescheduling, to benefit from discounts on
existing loans and also by low ering the average rate of external debt by
replacingthese with loans for longer periods.

PWLB Maturity Rates as at 24.10.2006
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The CFO has been given delegated authority to undertake debt
rescheduling and will consider this for applicable loans if a discount can
be achieved and the replacement loan is at arate of 4.2% or less and
the period exceeds the origina loan period.

Previous long term borrowing has been with the Public Works Loan
Board (PWLB). It is recommended that future long term borrow ing
should include the potential for market loans at the discretion of the
CFO.
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5.1

5.2

5.3

5.4

6.1
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INVESTMENT STRATEGY

The Council’s investment strategy is to maximise the amount of interest
receivable, whie ensuring the availability of ligud funds and the
security of amounts invested.

The introduction of the Prudential Code has enabled the Counrcil to be
more strategic in terms of its long term borrowing, by pre funding
capital expenditure to benefit from the availabilty of historically low
borrowing rates. As aresult, there is a need to temporarily invest the
cash until itis required. A key objective 5 to maximse the retum on
this cash, until the tme it is requiredto fund capital expenditure.

Currently the Counterparty list has a maximum period of 2 years for the
most secure investments. It is recommended that this be increased o
3 years for the institutions with the highest credit rating (over AA+).
This will enable the Council to benefit from higher rates of interest
available w ith deposits offered by the major banks, w hile ensuring a
maturity profile that reflects the need for capital expenditure and
liquidity. The proposed limit for debt held for 3years is £.0m.

The Council wil also continue to maximise the opportunities provided
by fow ard investment deals, w hereby the Authority agrees to invest at
a fixed date in the future, at a fixed interest rate and maturity period.
These investments enable the Authority to secure its investment
returns for a longer period and take advantage of current favourable
investment returns.

PRUDENTIAL CODE MONITORING

The Counrcil is required to set a number of Prudential Indicators w hich
were approved by the ful Council on 16" February, 2006. Progress
and compliance against the key indicators for Treasury Management s
show nbelow:

Original Revised Limit | Projected
Prudentid indicator Limi (including Outturn
rephased b/f)
£000 £000
£000
Capital Expenditure Finance from Borowing 10,010 18,216 13,016
Capital Financing Requirement (CFR) 81,123 87,236 82,036
Approv edLimitfor Bxtemal Debt 105,000 105,000 93,400
(peak level)
Operational Limit for External Debt 95,000 95,000 93,400
(peak level)
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6.2 The revisions to Capital Expenditure Financed from Borrowing and
CFR reflect approved expenditure rephased and additional allocations

approved by full Council during the year.
7. RECOM M ENDATIONS

7.1 It s recommendedthat the Portfolio Holder:

i) Notes the report

i) Approvesthe Borrow ing and Investment strategies outlined above.

i) Approves the extension of investment periods as set out n
Appendix A

Finance - 06.11.10- 2.1 TreasuryManagement Str ategy Review
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Increase in Periods for Investments

APPENDIXA

Name Current Period Recommended |Recommended Limit
Limit Period Limit £M

Bank of Scotland 2 years 3years 75
Barclays Bank 2 years 3years 75
Halifax/BoS Group 2 years 3years 75
Natwest/RBS Group 2 years 3years 75
HSBC 2 years 3years 6.0
Lloyds TSB 2 years 3years 6.0
Royal Bank of Scotland 2 years 3years 6.0
Halifax 2 years 3years 6.0
Natwest 2 years 3 years 6.0

Finance - 06.11.10- 2.1 TreasuryManagement Str ategy Review
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Prudential Code Debt Monitoring 2006 - 2007

Authorised Limit

Operational Limit

/~ Gross Debt

V_A_,—\_IV‘W—H_I

B

I_ Net Debt

L 9002 0T/8C

L 90020T/TC

L 900COT/VT

L 90020T/L0

L 9002/60/0€

L 9002/60/€C

L 9002/60/9T

L 9002/60/60

L 9002/60/20

L 9002/80/9¢

L 9002/80/6T

L 900280/CT

L 9002/80/S0

L 900¢/L0/6C

L 900¢/L0/ce

L 900¢/L0/ST

L 900¢/L0/80

L 9002/L0/T0

L 9002¢P0/ve

L 9002P0/LT

L 900290/0T

L 9002P0/€0

L 900¢K0/L2

L 9002/50/0¢C

L 9002K0/ET

L 9002/50/90

L 9002/0/62

L 900¢/0/ce

L 9002/0/ST

L 9002¢/0/80

900¢/0/T0

117,696,724

107,696,724

97,696,724

87,696,724
77,696,724
67,696,724
57,696,724
47,696,724
37,696,724

unowy

27,696,724

17,696,724

Date
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FINANCE PORTFOLIO
Report to Portfolio Holder

10" November 2006

(R |

Report of: Chief Financial Officer and Chief Sadlicitor

Subject: CHIEF EXECUTIVE’'S DEPARTMENTAL PLAN
2006/07 — 2ND QUARTER MONITORING
REPORT

SUMMARY

1. PURPOSE OF REPORT

To informthe Portfolio Holder of the progress made against the Chief
Executive’'s Departmental Plan 2006/07 in the six months to 30 September
2006.

2. SUMMARY OF CONT ENTS

The progress against the actions contained in the Chief Executve’s
Departmental Plan 2006/07 and the second quarter outturns of key
performance indicators.

RELEVANCE TO PORTFOLIO MEMBER

The Portfolio Member has responsibiity for performance management
issues inrelation tofinance and legal services.

TYPE OF DECISION
Non-key.

DECISION MAKING ROUTE

Portfolio Holder meeting 10" November 2006.
DECISION REQUIRED

Achievement on actions and ndicators be noted

Finance - 06.11.10- 3.1CEXDepartmental Plan 2006 2nd Q uarter Monitoring Re port
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Report of: Chief Financial Officer and Chief Sadlicitor

Subject: CHIEF EXECUTIVE’'S DEPARTMENTAL PLAN
2006/07 — 2ND QUARTER MONITORING
REPORT

PURPOSE OF REPORT

1. Toinformthe Portfolio Holder of the progress made against the key
actions identified in the Chief Executive’s Departmental Plan 2006/07
and the progress of key performance indicators for the period up to 30

September 2006.

BACKGROUND

2. The Performance Management Portfolio Holder agreed the Chief
Executive’'s Departmental Plan in May 2006.

3. The Chief Executives Department is split into four divisions, w ith
Finance and Legal Services reporting to the Performance Management
Portfolio Holder. Issues relating to the Corporate Strategy and Human
Resources Divisions are reported separately to the Performance
Management Portfolio Holder.

4. The Chief Executive’'s Departmental Plan 2006/07 sets out the key
tasks and issues within an Action Plan to show s w hatis to be achieved
by the department n the coming year. The plan aso describes how
the department contributes to the Organisational Development
Improvement Priorities as laid out inthe 2006/07 Corporate Plan.
provides a framew ork for managing the competing priorities,
communicatingthe purpose and challenges facing the department and
monitoring progress against overall Council aims.

5. The Counrcilrecently introduced an electronic Performance
Management Database for collecting and analysing cor porate
performance. In 2006/07 the databasew illcollect performance
information detailed in the Corporate Plan andthefive Departmental
Plans. The amis thatthe databasew ill eventually cdlect performance
information for al levels of the Council, including individual
service/operational plans in each department.

6. Each Division has also produced a Divisional Plan, detailingthe key
tasks and issues facing each division in the coming year. Each plan
contains an action plan, detailing how each individual division intends

Finance - 06.11.10- 3.1CEXDepartmental Plan 2006 2nd Q uarter Monitoring Re port
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to contribute to the Organisational Development Priorities contained in
the Corporate Plan, asw €l as the key tasks and priorities contained in
the Chief Executives Departmental Plan. Divisional Chief Officers wiill
have the lead responsbility for managing performance of issues and
tasks identifies in their divisional plans. W here appropriate, issues can
be escalatedfor consideration by CEMT.

SECOND QUARTER PERFORMANCE

7. This section looks in detail at how the Finance Division and Legal
Services Division have performed in relation to the key actions and

performance indicators that w ere included in the Chief Executives
Departmental Plan 2006/07.

8. Onaquarterly basis officers from across the department are asked, via
the Performance Management database, to provide an update on

progress against every actioncontained inthe Departmental Plan and,
w here appropriate, every Performance Indicator.

9. Officers are asked to provide a short commentary explaining progress
made to date, and asked to traffic light each action based onw hether
or notthe actionw il be, or has been, completed by the target date set
out in the Departmental Plan. The traffic light system has beenslightly
adjusted in 2006/07, following a review of the system used previously.
The traffic light system s now: -

Z - Action/Pl not expected to meettarget
- Action/Pl expected to be meet target
Green - Action/P! target achieved

10. Within the Fnance and Legal Services Divisions therew ere a total of
88 actions identified inthe 2006/07 Departmental Plan. Table 1,
below, summarises the progress made, to the 30 June 2006, tow ards
achievingthese actions and PlIs.

Tablel - Finance/Legal Services progress summary

Finance Legal Services
Actions Pls Actions Pis
Green 45 n/a 0 na
Amb er 24 n/a na

9
10 n/a 0 na
Total e n/a 9 na
11. Atotal of 45 actions, or 51%, have aready been completed, and a
further 33 (37%) are on target to be completed by the target date.

Finance - 06.11.10- 3.1CEXDepartmental Plan 2006 2nd Q uarter Monitoring Re port
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How ever, 10 actions have been highlighted as not being on target.
More information onthese actions can be found in the relevant section
below .

12. Therew ere 0 Performance Indicators included in the 2006/07
Departmental Plan that w erethe responsibility of either the Finance or

Legal Services Divisions. Suitable Pls are being identified and will be
included in the third quarter analysis.

Finance Division

13.The Plancontained 79 actions that w eretheresponsibility of the
Finance Division. As at 30 September, 45 actions (57%) had been
completed, and 24 (30%) w ere on target to be completed by the target
date stated in the plan. How ever, 10 actions had either not been
completed by the due date, or are no longer ontargetto be completed
ontime. Table 2 below details these actions, together with acomment
explaining w hy the deadline will not be met and any appropriate
remedial action.

Table2: Financ e Actions not completed on target/not on target

Ref Action Mlesto ne Comm ent
Medium Term Insurance Tenders received and coverplaced,
CED318 | Strategy agreed by Oct 06 howev er delay s in the production of
Mem bers report to Members.
Substantial training has been omganised
and completedin the use of the
Provide training for Corporate Risk Regster and dédivered
CED220 | Members and Senior Jul 06 by Paul Hamilton during September 06.
Officers However, further generd training needs
to be scheduled for Members and
Officers.
Undertake quartery SRR
reviewfor departmenta Quaterly This was completed by most
CED 206 | risks for reporting to from Jul 0 responsible officers and reminders sent
Finance and Perfomance to thos e with risks outstanding
Management PfH
. . Actions have commenced hut are
CED 252 E)Sjmwfh{fg\égtrtﬁitssm May 06 progressing more slowly than
anticipat ed
Stationery exercise completed. Interim
arrangement extended until Feb 07.
Complete interim Furniture exercise planned start date 1
CED 255 | stationery ffurniture Apr 06 Nov 06. Darlington BC leading on
proc urement exercise process — work pressures a DBC
responsible for initia delay of
commenc emert
Egi;/rlg\gl\:':\t?:)zrpa;fdi,tu e Some review work completed and
; ’ Procurement exercises under bah
CEDZ56 | introduce control Jun06 within the Courcil and in cdla\tluvgation
measures, commence with Tees Valley Authoiities and NEPO
procurement exercises
CED 257 Complete food _ _ Sep06 Delay s experienced by t_)oth N EC E and
proc urement exercise via Royal Bank of Scotlandin meeting the

Finance - 06.11.10- 3.1CEXDepartmental Plan 2006 2nd Q uarter Monitoring Re port
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Ref Action Mlesto ne Comment

puchase cards initial timescales assigned. Wak
speeding up now and food is now being
procured via the first 2 Pcard suppliers.
Program to expand and develop over
coming months.

E procurement series on FMS has
been delayed / re-prioritised — to be
replac ed with job costing. Therefore it
is essential that the e-procurement
elements of main integra system needs
to be developed (ordering / invaicing
etc.) also etendering.

E procurement Oct 06

CED%1 implementation via FMS

Although Planning, Legal and ESCR
are all in the live environment there
have been a number of fundamental
Implement EDRMS Jul06 operational problems with the reliahility
and security of the sy stem which the
supplier and NI are currently
addressing.

CED215 Project Phase 1

Problems encountered with EDRMS
Implement EDRMSFMS Jun06 are hindering the successfu
Integration implementation of this aspect of the
project

CED216

14.In the six months to 30 September, the Finance Division completed a
number of actions, including: -

» Council have agreed with Housing Hartlepool future cash
cdlection arrangements, including continuing cashreceipting in
2006/07 and new pay ment cards to be introduced.

* New card pay ment arrangements to be introduced in November
06 allow ing the public to pay at post offices, Paypoint outiets
and the Civic Centre.

* Integrated Asset Management Plan/Capital Strategy w as
approved by Cabinet in July.

Legal Services Division

15. The Plancontained 9 actions that w ere the responsibility of the Legal
Services Division. As at 30 September all 9wereontarget to be
completed by the target date stated in the plan. Therefore there are no

actions that are currently highlighted as no longer being on target to be
completed on time.

16. Within the first quarter the Legal Services Divisioncompleted a number
of actions, including: -

* The Anti-money Laundering Policy has been prepared
» Ethical framew ork training has been provided through the
Council’s Monitoring Officer

Finance - 06.11.10- 3.1CEXDepartmental Plan 2006 2nd Q uarter Monitoring Re port
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Recommendations

17.1t s recommended that achievement of key actions and second quarter
outtums of performance indicators are noted.
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