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TREASURY MANAGEMENT OUTTURN 2004/05

1. INTRODUCTION

1.1 The purpose of this report is to inform Members on various Treasury Management issues.

1.2 Appendix A1 to this report sets out a final report on Treasury Management issues in 2004/05 as required by the CIPFA Code of Practice on Treasury Management.  Appendix A2 highlights some performance measures and A3 shows the final prudential indicators for 2004/05.  

1.3 Appendices B1-B3 detail the schedule of Treasury Transactions for the period 1 January 2005 – 31 March 2005.  

1.4 Appendix C reports on the City of Carlisle Investment Fund in 2004/05.  The Fund was closed in July 2004 and the Interim Report on Treasury Management (FS35/04) set out the reasons for this course of action.  Appendix C reproduces the information supplied in FS35/04 with a final note on performance in 2004/05.

2.
CONSULTATION

2.1 Consultation to Date.


None.

2.2 Consultation proposed.


None.

3.
RECOMMENDATIONS

3.1
It is recommended that this report be received

4.
REASONS FOR RECOMMENDATIONS

4.1
As per the report.

5. IMPLICATIONS

· Staffing/Resources – Not applicable.

· Financial – Included in the report.

· Legal – Not applicable.

· Corporate – Not applicable.

· Risk Management – Risk Management of all kinds is a key component in the performance of the treasury management function.

· Equality Issues – Not applicable.

· Environmental – Not applicable.

· Crime and Disorder – Not applicable.

· Impact on Customers – None.

A BROWN

Head of Finance

Contact:  David  Steele 

Tel:  888046
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APPENDIX A1

TREASURY MANAGEMENT 2004/05

1.
INTRODUCTION
1.1
The CIPFA Code of Practice on Treasury Management requires that the Chief Financial Officer should present an annual report on treasury management activities in the preceding financial year to the relevant Committee of the Council.  This requirement has now been incorporated in the Constitution of the City Council as part of its adoption of the Code of Practice.

1.2 Regular reports on treasury transactions are presented to the Executive while an interim report on treasury management in 2004/05 was presented in November 2004 (FS35/04).  The purpose of this paper is to complete the process of reporting for the preceding financial year.  Any funding and other financing transactions will be detailed and placed in the context of money market conditions in 2004/05 while the City Council’s investment transactions will also be discussed.  

1.3 Separate papers (A2 and A3) provide information on performance in 2004/05 and on the first full year of the Prudential Code which came into being on 1 April 2004.

2.
MONEY MARKET CONDITIONS
2.1 The following table sets out the levels of bank base rate in 2004/05.

  %

1 April 2003


4.00

Average = 4.59%

6 May 2004


4.25

10 June 2004

4.50

(2003/04 = 3.71%)

5 August 2004

4.75

31 March 2005

4.75

2.2 At 4.59%, average base rate for 2004/05 was almost 1% above the previous year’s unusually low figure and the highest since 2001/02.

2.3 The financial year began with base rate at 4%.  The Monetary Policy Committee (MPC) then raised the rate in 0.25% steps to 4.75% in August.  These rises were driven by the MPC’s concern at the rapid increase in house prices coupled with strong economic growth that was fuelled by increases in both government and consumer expenditure.  The MPC was probably close to sanctioning further rises but in the event house prices cooled and the steep rise in oil prices acted as a brake on consumer spending power.

2.4 Latterly, sentiment in the market has tended towards an expectation that the next movement in rates will be downward.  One Year money, which was still over 5% at the end of March 2005, has now fallen to a level just below the 4.75% base rate.  Few commentators however expect to see a base rate change before at least the autumn of this year.

2.5
The pattern of long term rates in 2004/05 can be gauged by the following sample of Public Works Loans Board (PWLB) quota rates during the year.  These are the rates cited in the regular Treasury Transactions reports and relate to the type of loan most usually taken up by the City Council. 






   Fixed Rates – Maturity Loans

     





1 Yr

10 Yr

25 Yr







   %

   %

   %



1 April 2004


4.45

4.90

   4.80



1 June 2004

 
4.95 

5.30

  5.05



2 August 2004

4.95

5.25

   4.95



1 October 2004

4.70  
 
4.95

  4.80



1 December 2004

4.40

4.75

  4.60



1 February 2005

4.60
  
4.75

  4.65
  


31 March 2005

4.80

4.85
  
  4.80



Highest Rate in 2004/05
5.10

5.40
  
  5.10



Lowest Rate in 2004/05
4.35

4.60

  4.50



Span of Rates

0.75

0.80

  0.60



2.6 PWLB rates were again relatively steady in 2004/05.  The most attractive borrowing rates were in November/December 2004 before levels rose in February/March 2005 on the back of higher oil prices which renewed inflation concerns.  The peak in rates however came in June/July 2004 when expectations of increases in short term interest rates were also at their highest.

3.
LONG TERM FUNDING
3.1
The Prudential Code on local authority borrowing came into operation on 1 April 2004.  The principal effect of the Code was to abolish most central government control of local authority borrowing, a principle that has been a cornerstone of local government finance for over a century.  Instead authorities must follow the principles laid down in the Code and they will be expected to comply with its requirements.  These cover not just borrowing but any decision that determines whether the capital investment plans of an authority are affordable, prudent and sustainable.  The Code is discussed in more detail in Appendix A3.

3.2 The revenue support grant system still provides for an element of support towards each authority’s estimated borrowing needs and the City Council budgeted to borrow this amount (£1.22m) to help meet its capital programme.  Total external borrowing however was anticipated as follows:











   £m


Capital Programme Borrowing



   1.2


Add: Maturing Long Term Debt



 12.8


Less: Use of Investments to meet debt redemption
-12.8


Gross Requirement





   1.2


Less Principal Repaid 2004/05



  -0.3


Net Requirement





£ 0.9m

3.3 For the second successive year the City Council did not undertake any external long term borrowing in 2004/05.  Although the capital programme for 2004/05 was partly met by borrowing, this was funded internally by borrowing from the authority’s own resources.  Moreover in separate transactions the authority reduced its external debt by almost 50% by arranging to repay in full its entire holding (£12.8m) of Public Works Loans Board (PWLB) debt.  Previous reports have detailed these transactions that will considerably reduce the treasury risk to which the authority could be exposed.

4. DEBT RESCHEDULING

4.1 In July 2003 the City Council undertook a major rescheduling exercise, converting £12.2m of PWLB debt from long term fixed to a short term variable basis.  In July 2004 this debt was all repaid and the City council’s long-term loans portfolio now consists almost entirely of the £15m stock issue placed in 1995 and not due to mature until 2020.  While there is a possibility that these funds could be repaid prior to that date, this is unlikely to be in the near future.

5. LOANS OUTSTANDING

5.1 Set out below is a schedule of outstanding external loans as at 31 March 2005.








    
               £

                £


Public Works Loans Board



            NIL


Secured Loan Stock




15,000,000


Other Long Term Loans


   
       70,920


Short Term Loans




       41,600

Total Loans Outstanding






15,112,520

6. INVESTMENT TRANSACTIONS

6.1 As is apparent from the regular ‘Treasury Transactions’ reports, the City Council continues to be a frequent investor in the short-term money market.  Investments are placed only with the institutions contained in the Investment Strategy approved by the City Council at the commencement of each year.  A full schedule of investments at 31 March 2005 is set out in Appendix B3.  It will be noted that the building society movement was (as it still is) the principal, though not the only, repository for our short-term deposits.

6.2 The start of 2004/05 introduced new regulations regarding local authority investments, replacing the previous guidance that dated from 1990.  The new guidance embraces the need to present an annual Investment Strategy for approval by Council before the start of each financial year.  Local authorities now have more powers to invest in terms of the instruments they may use and they are also empowered to lend for longer than the previous maximum of 364 days.

6.3 The principal effect as far as the City Council is concerned has been to enable it to place certain investments for a period in excess of 364 days.  In general these investments have generated higher yields than sums lent for less than one year and being longer term they will guarantee that yield for a longer period.  Due caution is exercised in longer term lending which so far has generally been undertaken following the receipt of external advice that this was an appropriate strategy to follow.

6.4 Otherwise the Investment Strategy for 2004/05 embraced a mixture of longer term (i.e. up to 364 days) investments and monies lent out for shorter periods to meet anticipated cash flow needs e.g. grant and precept payment dates.

6.5 Gross investment income outturn in 2004/05 at £1,498,000 was £13,000 i.e. just under 1% above the revised estimate.  Overall treasury management outturn, which also embraces principal and interest payments as well as debt management expenses, was only £1,168 above the revised estimate.  A detailed outturn schedule is included in Appendix B1.

6.6 Investment interest also embraces income earned by the City of Carlisle Investment Fund for the period 1 April-26 July 2004 at which date the fund was closed.  The Fund is discussed elsewhere in the report.

6.
PERFORMANCE MANAGEMENT
6.1 The latest CIPFA Code places an increased emphasis on performance monitoring in an attempt to measure the efficiency of the treasury function.  With treasury management, the difficulty in assessing performance arises from the very different circumstances of each authority and the fact that for example a long term borrowing decision can affect an authority’s measured performance for many years to come.  Equally, borrowing decisions invariably impact on investment decisions since, in cash flow terms, one can be the mirror image of the other. 

6.2 Appendix A2 sets out some performance indicators in respect of both loans and investments outturn for 2004/05 and 2003/04.  Because nationally available statistics (via CIPFA) are not yet available for 2004/05, only those for 2003/04 can be included at present.

7.
TREASURY CONSULTANCY SERVICE (TCS)

7.1 The City Council continues to employ Sector Treasury Services as its treasury management consultants and 2004/05 was the first year of a new mandate.  Sector provide twice weekly bulletins on both borrowing and investment issues and the Council’s borrowing decisions in recent years have normally been taken in the light of their advice.  The Investment Advisory element  of the TCS also provides support in managing the City Council’s internal portfolio of investments both via the weekly bulletins and ad hoc advice when required.

7.2
By its nature, treasury management is a field with its own dynamics and one that is subject to frequent change.  At the present time, Carlisle City Council still has some £15m of long term loans and an average of approximately £30m of investments.  The TCS, through the support it affords in helping to manage these considerable sums, makes a valuable contribution to the performance of the treasury management function within the authority.  The contract agreed with Sector is at a considerably lower figure compared to the previous agreement.  This reduction is a reflection of the City Council’s changing treasury management requirements, in particular the effect of the LSVT on both borrowing and investment issues and the bulk of the fee now relates to advice on investment matters.

8. CONCLUSIONS

8.1 The City Council’s long term loans portfolio has seen a sea change in the past three years.  At the start of 2002/03, the Council had £50m of long term debt including well in excess of £35m PWLB loans.  The LSVT process entailed the repayment of almost £18m of PWLB debt and a further £5.6m was redeemed in March 2004 at its normal maturity date.  In July 2004 the City Council repaid its remaining £12.2m of PWLB debt.  The £15m stock issue is now almost the only long term debt still managed by the authority.

8.2 Investment conditions were easier in 2004/05 than in the previous year as short term rates were generally on an upward curve.  The revised estimate for 2004/05 reflected this rising trend and the ensuing investment returns were very close to budget as well as being on average 1% higher than in 2003/04.  On an average portfolio of £30m, this equates to an additional £300,000 in interest receivable.

8.3 The current financial year sees the treasury management function again operating in the new framework of legislation and regulation that began on 1 April 2004.  The Prudential Code on local authority borrowing came into operation on 1 April 2004, ending much of the detailed control on local authority borrowing that has existed in various forms since the seventeenth century.  A new investment regime for local authorities also began on that date, widening the opportunities for local authorities to undertake prudent investment in line with a Council approved Investment Strategy.

8.4 Indeed the new borrowing and investment regimes are in many respects two sides of the same coin in terms of their underlying principles, particularly that of prudence but guided by self-regulation rather than prescription.  Taken together they do afford an opportunity for local government to improve its capital procurement process free from much of the detailed government controls that have sometimes been an impediment to efficient management of community assets.  

8.5 By their very nature some local authorities will be a little wary of grasping the new freedoms offered under the Prudential Code, not least because of the additional debt servicing costs that must still be met by the authority.  Despite this there is evidence that authorities are gradually becoming more confident in their use of the Prudential Code.  Yet though it is still a little early to assess the effect of the new regimes on local government, the principles of good treasury management as set out in the CIPFA Code remain at the heart of both the Prudential Code and the Investment Strategy.

9. RECOMMENDATION

9.1 That the report be received and noted as the Annual Report on Treasury Management.  This is required under the CIPFA Code of Practice which is incorporated within the City Council’s Constitution.
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 APPENDIX A2

CITY OF CARLISLE

PERFORMANCE MEASUREMENT STATISTICS

1.
LOANS MANAGEMENT




2004/05
2003/04









    
     %

     %   


Average External Debt Rate - Carlisle


     7.87
    6.61


Average External Debt Rate - English Non Met Districts   N/A

    6.77


Comment

Average loan debt statistics tend to reflect borrowing decisions taken over a period of many years.  The increase in the City Council’s average debt cost in 2004/05 can be attributed to the repayment of £12.2m variable PWLB debt in July 2004 which meant that almost the only remaining external debt was the £15m stock issue which carries a high coupon (8.75%).

2.
INVESTMENT MANAGEMENT



2004/05
2003/04









               %

     %


Average Return in Year - Carlisle (Excl. Inv. Fund)
   4.72

    3.70    


*City of Carlisle Inv. Fund - Quarterly


   4.26

    3.39 


Average Return in Year - English Non Met Districts
   N/A

    4.04


Average Bank Base Rate in Year



   4.59
  
    3.71


* Return in 2004/05 relates only to the period 1 April – 26 July 2004.


Comment

Returns in 2004/05 were much higher due to the increased level of short-term interest rates.  Under the approved investment regime, which ended on 31 March 2004, local authorities were generally not allowed to make investments for periods in excess of 364 days duration.  Carlisle’s performance in 2004/05 does include a small amount of investments placed for a period in excess of 364 days.  However the annual turnover of most investments does make investment statistics more meaningful in terms of annual performance than those relating to loan debt where historic borrowing decisions can have a long term effect on the statistics.

APPENDIX A3

THE PRUDENTIAL CODE AND PRUDENTIAL BORROWING

1. Introduction
1.1 The Local Government Act 2003 brought about a new borrowing system for local authorities known as the Prudential Code (the Code).  This gives to Councils much grater freedom and flexibility to borrow without government consent so long as they can afford to repay the amount borrowed.

1.2 The aim of the Code is to support local authorities when making capital investment decisions.  These decisions should also be in line with the objectives and priorities as set out in the Council’s Corporate Plan.

1.3 The key objectives of the Code are to ensure, within a clear framework, that the capital investment plans of the Council are affordable, prudent and sustainable, or if appropriate to demonstrate that they may not be.  A further key objective is to ensure that treasury management decisions are taken in accordance with good professional practice and in a manner that supports prudence, affordability and sustainability.  These objectives are consistent with and support local strategic planning, local asset management planning and proper option appraisal.  They also encourage sound treasury management decisions.

2.
Prudential Indicators

2.1 To demonstrate that the Council has fulfilled these objectives, the Code sets out indicators that must be used.  It is for the council to set any indicative limits or ratios.  It is also important to note that these indicators are not designed to be comparative performance figures indicators but to support and record the Council’s decision making process.

2.2 The final performance indicators for the current year are set out below.  The compilation and monitoring of these indicators is central to the operation of the Code. 

2.3

(a) Affordability

2004/05
2004/05








Revised
Actual 









£000’s

£000’s

(i)
Capital Expenditure



10,604
  5,394 

(ii) Financing Costs

Interest Payable re Borrowing


  1,507
  1,493

Minimum Revenue Provision


     336
     336

Investment Income




 (1,484)
 (1,498)








  _____
  _____

Total Financing Costs 



     359
     331

(iii)
Net Revenue Stream: Funding from

Govt Grants/Local Taxpayers


13,992
13,992

(iv)
Ratio of Financing Costs to Net Revenue 

Stream





  2.6%

  2.4%

The figures monitor financing costs as a proportion of the total revenue stream from government grants and local taxpayers.  The increase in the ratio of financing costs is mainly attributable to the increase in the minimum revenue provision.

2004/05
2004/05








Revised
Actual 

v)
Incremental Impact on Council Tax

 £4.82

£2.55

This indicator allows the effect of the totality of the Council’s capital investment decisions to be considered at budget setting time.









£000’s

£000’s

(vi)
Authorised Borrowing Limit


46,200
46,200


Maximum Level of Borrowing and Other


Long Term Liabilities



27,888
N/A

The authorised borrowing limit is determined by Council prior to the start of the financial year.  The limit must not be altered without agreement by Council and should not be exceeded under any foreseeable circumstances.  

(vii)
Operational Borrowing Limit


41,200
41,200


Maximum Level of Borrowing and Other


Long Term Liabilities 



27,888
27,888

The operational borrowing limit is also determined by Council prior to the start of the financial year.  Unlike the authorised limit, it may be breached temporarily due to cashflow variations but it should not be exceeded on a regular basis.  Due to the debt repayments that have been made since March 2004 which total £18.4m, neither the authorised nor operational limits were likely to be breached in 2004/05.  

(viii)
Capital Financing Requirement (CFR)


16,417
16,417


(as at 31 March)

The CFR is a measure of the underlying borrowing requirement of the authority for capital purposes.  It can be compared with the current total of external loans (£15.1m) which indicates an underlying need to borrow of approximately £1.3m in 2004/05.  This can be met either externally (from borrowing) or internally (by use of capital receipts or other balances).

(b) Prudence and Sustainability


2004/05










£000’s

(i)
New Borrowing to date





  NIL


No long term borrowing was undertaken in 2004/05.

(ii) Percentage of Fixed Rate Long Term Borrowing

at 31 March 2005






100%

(iii) Percentage of Variable Rate Long Term Borrowing

at 31 March 2005






    0%

Prudent limits for both fixed and variable rate exposure have been set at 100%.

This is due to the limited flexibility available to the authority in the context of its overall outstanding borrowing requirement.

(iv)
Minimum Level of Investments Classified as Specified
  75%


Level of Specified Investments as at 31 March 2005
 
 81%


As part of the Investment Strategy for 2004/05, the Council set a minimum level of 75% for its specified as opposed to non specified investments.  The two categories of investment were defined as part of the Strategy but for the City Council non specified investments will presently refer mainly to either investments of over one year in duration or investments placed with building societies that do not possess an appropriate credit rating.  These tend to be the smaller building societies.
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APPENDIX B1

TREASURY TRANSACTIONS

1 JANUARY 2005 TO 31 MARCH 2005

1. LOANS (DEBT)

1.1 Transactions 1 January 2005 to 31 March 2005

      Raised
    %

       Repaid

    %

 


         £
   


£

P.W.L.B

        Nil


         Nil     

 
Local Bonds

        Nil


         Nil



Short Term Loans            Nil
      

         Nil






  ________


    ________




        Nil


         Nil     


       

This provides a summary of loans that have been raised or repaid, analysed by type, since the previous report.

1.2 Bond Transactions


Period:  January 2005 to March 2005

Bonds Repaid:  £  Nil 
Balance remaining:  £70,900

This section details repayments of market bonds held by the City Council.

Repayments now refer only to the periodic repayments on bonds inherited from the former Border RDC. 

1.3 Loans (Debt) Outstanding at 31 March 2005

        £

City of Carlisle Stock Issue
15,000,000

Local Bonds and Short Term Loans
     112,520


15,112,520

1.4 Loans Due for Repayment






PWLB

Local Bonds

Total







   £

        £


   £


July 2005 



   Nil
   
      Nil


  Nil  

August 2005


  
   Nil

      Nil


  Nil


September 2005

              Nil
   
      Nil
      
             Nil

October 2005 
           
   Nil

      Nil      
             Nil

November 2005-June 2006             Nil

   2,000
           2,000







  Nil

   2,000

2,000


Short Term Debt at 31 March 2005


     
         41,600











       £43,600
Shown here is a calendar of future loan repayments which can be a useful aid to cash flow management.  Following the repayment of the City Council’s remaining PWLB debt in July 2004, no major debt repayments can be anticipated for some time. 

1.5 Interest Rates

Date



    PWLB Maturity (Higher Quota Rates)





1 Year

10 Years

25 Years

04 January 2005

  4.50

   4.70


   4.60
11 January 2005
 
  4.50

  4.65


   4.55
18 January 2005
  
  4.45

  4.65


   4.60

25 January 2005
 
  4.55

  4.75


   4.65

01 February 2005
 
  4.60
  
  4.75


   4.65

08 February 2005

  4.65

  4.65


   4.55

15 February 2005 

  4.70

  4.70


   4.55

22 February 2005
 
  4.75

  4.85


   4.70
01 March 2005

  4.80

  4.85


   4.70
08 March 2005

  4.85

  4.95


   4.80
15 March 2005

  4.85

  5.00


   4.85
22 March 2005

  4.85

  4.95


   4.85

29 March 2005

  4.85

  4.95


   4.85


Interest rates firmed up in the period under review, generally reaching their highest point in mid March.

2. INVESTMENTS

Made



Repaid

£

%

£

%

Short Term Investments
30,360,000
4.55 – 5.20
34,360,000
4.55 – 5.12






_________


_________






30,360,000


34,360,000


A full schedule of investment transactions is set out in appendix B2.  Appendix B3 shows outstanding investments at 31 March 2005.

3. REVENUES COLLECTED


To:
31 March



Collected

% of Amount











Collectable








     £


        %


2004/05 Council Tax


35,233,011

      96.6



   NNDR



28,078,724

      98.3


TOTAL




63,311,735

      97.5
2003/04 Council Tax


33,262,510

      96.7


     
   NNDR



26,800,698

      99.2


TOTAL




60,063,208

      97.8
2002/03 Council Tax


29,071,069

      96.0


      
   NNDR



26,170,346

      98.6

TOTAL




55,241,415

      97.3

Final collection levels were slightly below those of the previous year but above those of 2002/03.

4. BANK BALANCE

At 31 March 2005 £118,917 Overdrawn.

This simply records the Council’s bank balance at the end of the last day covered by the report. 

5. PERFORMANCE ON TREASURY MANAGEMENT IN 2004/05

April 2004 – March 2005





Revised





Estimate

Actual


Variance





£000s


£000s


£000s

Interest Receivable

(1,485)

(1,498)

(13)

Less Credited Elsewhere
    142


    156


 14




(1,343)

(1,342)

   1

Interest Payable

 1,507

 
 1,493


(14)


Less Rechargeable

     (43)

     (37)

   6




 1,464


 1,456


  (8)

Principal Repaid

    325


    335


 10

Debt Management

      38


      36


  (2)

Net Balance


    484


    485


   1
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APPENDIX B2

INVESTMENT TRANSACTIONS 1 JANUARY 2005 TO 31 MARCH 2005

INVESTMENTS MADE 
 
      £

INVESTMENTS REPAID
 
      £

Leeds & Holbeck B.Soc

  1,000,000
Cheshire B.Soc


  1,000,000

Skipton B.Soc


  1,000,000
Leeds & Holbeck B.Soc

  1,000,000

Britannia B.Soc


  2,000,000
Cheshire B.Soc


  1,000,000

Portman B.Soc


  1,000,000
Chelsea B.Soc


  1,000,000

Coventry B.Soc


  1,000,000
Northern Rock


  1,000,000

Coventry B.Soc


  1,000,000
Derbyshire B.Soc


  1,000,000

Northern Rock


  1,000,000
Yorkshire B.Soc


  1,000,000

Skipton B.Soc


  1,000,000
Norwich & Peterborough B.Soc
  1,000,000

Skipton B.Soc


  1,000,000
West Bromwich B.Soc

  1,000,000

Britannia B.Soc


  1,650,000
Bradford & Bingley


  1,000,000

Leeds & Holbeck B.Soc

  1,000,000
Principality B.Soc


  1,000,000

Coventry B.Soc


  1,115,000
Northern Rock


  1,000,000

Britannia B.Soc


  1,000,000
Bradford & Bingley


  1,000,000

Skipton B.Soc


  1,000,000
Britannia B.Soc


  1,000,000

Newcastle B.Soc


  1,000,000
Portman B.Soc


  1,000,000

Derbyshire B.Soc


  1,000,000
Portman B.Soc


  1,000,000

Coventry B.Soc


     905,000
Coventry B.Soc


  1,000,000

Northern Rock


  1,000,000
Skipton B.Soc


  1,000,000

Britannia B.Soc


  1,000,000
Britannia B.Soc


  2,000,000

Chelsea B.Soc


  1,000,000
Coventry B.Soc


  1,000,000

Skipton B.Soc


  1,000,000
Northern Rock


  1,000,000

Northern Rock


  1,000,000
Skipton B.Soc


  1,000,000

Coventry B.Soc


  1,690,000
Skipton B.Soc


  1,000,000

Skipton B.Soc


  1,000,000
Britannia B.Soc


  1,650,000

Britannia B.Soc


  1,000,000
Coventry B.Soc


  1,115,000

Derbyshire B.Soc


  1,000,000
Britannia B.Soc


  1,000,000

Norwich & Peterborough B.Soc
  1,000,000
Skipton B.Soc


  1,000,000

Leeds & Holbeck B.Soc

  1,000,000
Coventry B.Soc


     905,000








Britannia B.Soc


  1,000,000








Skipton B.Soc


  1,000,000








Coventry B.Soc


  1,690,000








Skipton B.Soc


  1,000,000






_________





_________






30,360,000





34,360,000
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OUTSTANDING INVESTMENTS AS AT 31ST MARCH 2005                                                      APPENDIX B3

DATE
  BORROWER



 AMOUNT
   TERMS
        
         RATE %

Ongoing
National Savings Income Bond
   £200,000
No Fixed Term
4.4500

08/06/2004
Principality B.Soc
£1,000,000
To 08 June 2005
5.2300

09/07/2004
Norwich & Peterborough B.Soc
£1,000,000
To 08 July 2005 
5.1800

14/07/2004
Chelsea B.Soc
£1,000,000
To 16 January 2006
5.3300

27/07/2004
Nationwide B.Soc
£1,000,000
To 26 July 2005
5.2500

29/07/2004
Coventry B.Soc
£1,000,000
To 27 January 2006
5.3000

29/10/2004
Principality B.Soc
£1,000,000
To 28 October 2005
4.9500

05/11/2004
Northern Rock
£1,000,000
To 04 November 2005
4.9800

01/12/2004
Derbyshire B.Soc
£1,000,000
To 03 June 2005
4.8000

01/12/2004
Bradford & Bingley
£1,000,000
To 04 May 2005
4.8000

04/01/2005
Leeds & Holbeck B.Soc
£1,000,000
To 05 May 2005
4.8300

07/01/2005
Portman B.Soc
£1,000,000
To 14 April 2005
4.8100

21/01/2005
Leeds & Holbeck B.Soc
£1,000,000
To 20 May 2005
4.8100

04/02/2005
Newcastle B.Soc
£1,000,000
To 03 June 2005
4.8000

07/02/2005
Derbyshire B.Soc
£1,000,000
To 04 July 2005
4.8100

14/02/2005
Northern Rock
£1,000,000
To 14 February 2006
4.9800

15/02/2005
Chelsea B.Soc
£1,000,000
To 15 August 2006
5.0200

18/02/2005
Northern Rock
£1,000,000
To 25 November 2005
4.9300

04/03/2005
Britannia B.Soc
£1,000,000
To 05 March 2007
5.1700

07/03/2005
Derbyshire B.Soc
£1,000,000
To 27 May 2005
4.8900

30/03/2005
Norwich & Peterborough B.Soc
£1,000,000
To 30 March 2006
5.0900

30/03/2005
Leeds & Holbeck B.Soc
£1,000,000
To 27 September 2005
5.0000


                                                                   __________


TOTAL                                                        £21,200,000





WEIGHTED AVERAGE 
4.9929
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APPENDIX C

CITY OF CARLISLE INVESTMENT FUND

The outturn report on Treasury Management for 2003/04 (FS18/04) contained (Appendix C) a commentary on the performance of the Investment Fund in that year.  The Fund itself was first set up in 1986 and was managed firstly by Philips and Drew (1986-2000) and then Dresdner RCM Global Investors (2000-03).  Since February 2003 the Fund was managed by Morley Fund Management.

The 2003/04 financial year was not an easy one for fund managers.  Morley’s performance was 3.30% (net of fees).  Whilst this was actually a better return than that achieved by many of their peers, it compared to a return on in house investments of 3.75%.  This in turn was very similar to the average 7 Day Cash return (3.69%).

The performance of the Fund in 2003/04 was undoubtedly disappointing but it was only the latest in a sequence of generally modest annual returns.  Not since 1994/95 had the fund added significant value to in house cash management.

Meanwhile the situation regarding the City Council’s external debt had also altered.  In July 2003 some £12.2m of PWLB debt was converted to a variable basis.  The premium paid to effect this was charged to the authority’s provision for capital liabilities, essentially the set aside capital receipts, but as a result the interest cost of this debt became broadly similar to the yield obtained from the authority’s investments.

Good treasury management embraces minimising risk wherever possible.  For this reason the £12.2m PWLB debt was repaid on 26 July 2004 which was the earliest possible date for its redemption.  At the same time the decision was taken, in full consultation with our treasury advisors (Sector) and with their agreement to repay this debt by closing the Investment Fund.  The Fund itself was valued at almost £15.8m by that time and the balance of £3.6m was added to the in house portfolio.

On this date therefore the Fund was closed and the monies repaid to the City Council.  Up to that point, the Fund’s return in 2004/05 had been 4.26% (gross) on an annualised basis.  This was a satisfactory performance though a period of less than four months is too short a time to make a proper judgement.
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