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PERTH AND KINROSS COUNCIL

11 December 2013

TREASURY ACTIVITY AND COMPLIANCE REPORT
—2013/14 QUARTER 2

Report by the Head of Finance

PURPOSE OF REPORT

The purpose of this report is to provide a summary of Loans Fund transactions for
the quarter ending 30 September 2013 and to report on compliance with the
Council’'s Treasury Management Policy Statement (TMPS), Treasury Management
Practices (TMP’s) and the Investment Strategy for the same period.

1. BACKGROUND / MAIN ISSUES

1.1  Treasury Management Practice 6 (TMP6 - Reporting Requirements &
Management Information Arrangements) requires that Loans Fund borrowing
and lending activities are reported quarterly to the Council. This report covers
the period from 1 July to 30 September 2013. TMP6 also requires that
compliance with the approved TMPs, Treasury Policies and Investment
Strategy are reported quarterly and this report also covers compliance for the
period. The Prudential Indicators are also monitored throughout the year and
reported as part of the quarterly Treasury Activity and Compliance report.
Accordingly, this report covers the Council’'s approved Prudential Indicators
for the quarter.

2. ECONOMIC BACKGROUND

2.1  The Bank of England Monetary Policy Committee (MPC) kept the Bank Rate
at 0.5% throughout the quarter. The MPC also held the quantitative easing
programme (aimed at encouraging economic activity) at a total of £375 billion.

2.2  Gross Domestic Product (GDP) increased by 0.8% in the three months to
September. These figures showed the fastest growth in three years. There
were also signs of growth in household spending with retail sales volume
growing by 2.2% in comparison to last year. The CPI (Consumer Price Index)
rate of inflation was 2.7% in September 2013, falling from 2.8% at the start of
the quarter. Petrol and diesel prices fell, however this was offset by upward
pressure from air fares. Underlying price pressures continue to ease, with
wages and producer prices both showing little increase.

2.3 The unemployment rate fell by 18,000 to 2.49million in the three months to
August. The number of people claiming Job Seekers Allowance also fell by
41,700. Excluding bonuses, earnings rose by just 1.0% over the last year, well
below the rate of inflation at 2.7%, causing continuing pressure on
household’s disposable income.
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2.4

2.5

2.6

2.7

3.1

3.2

The Bank of England’s Funding for Lending scheme (FLS) continued, whilst
the Government’s Help to Buy scheme has also boosted demand in the
mortgage market, resulting in an increase in mortgage approvals by high
street banks. House prices have also risen over the period.

Internationally, the US congress failed to agree a budget, and as a
conseqguence a partial shutdown began of non-essential government services.
This caused instability in the markets until a short term resolution was secured
which also extended the US debt limit just before the debt default deadline.

Eurozone activity showed some positive signs over the quarter. There
remained a number of pressures, including some political unrest following the
continuation of austerity measures in some countries.

The Public Works Loan Board’s (PWLB) fixed interest rates, which are based
on yields on UK gilts, showed only small movements over the quarter. Variable
rates, which generally move in line with Bank Rate expectations, remained
static. Interest rate movements are shown in the graph at Appendix I.

TREASURY ACTIVITY

A summary of the Council’s treasury position and transactions is shown at
Appendix Il. This shows that the main activity during the quarter was the
investment of short-term cashflow surpluses, mainly in notice deposit
accounts. There were three fixed term investments for a longer period when
the opportunity arose in line with cashflow forecasts and counterparty limits.
There were no new longer term PWLB loans borrowed in the quarter,
however, there were was an instalment paid on an existing Equal Instalments
of Principal (EIP) loan. The level of funds held on temporary loan by local
bodies and trusts decreased slightly over the quarter. There were two short
term borrowing transactions undertaken during the quarter to meet cashflow
requirements.

The total amount of investments increased over the quarter, closing at £40.3M
compared with £37.25M at the end of the last quarter. This can be attributed
to cashflow fluctuations which are anticipated to reduce the level of
investments over the remainder of the year. The average rate of interest
earned on investments outstanding at the end of the quarter decreased from
1.50% to 0.98%, as some investments at higher rates matured and equivalent
replacement deposits were no longer available as banks reduced their
investment rates. The average lending period to Banks for fixed term deposits
was 251 days, decreasing from the previous quarter’s average period of 365
days, however there was only one such deposit made in the quarter. This was
in line with the need to place most deposits in notice and instant access funds
to meet more immediate cashflow requirements. The average lending rate on
fixed deposits decreased from 1.10% in the previous quarter to 0.84%,
reflecting the shorter term periods undertaken in the current quarter.
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3.3

3.4

4.1

4.2

4.3

5.1

Most of the investment transactions in the quarter were through the Council’s
instant access and notice deposit accounts, to meet daily cashflow
requirements. The average interest rate on these accounts for the quarter
decreased from 0.51% to 0.48% as a result of interest rate reductions to these
accounts. All of the above investment activities are consistent with the
Council’s current investment strategy and cashflow requirements.

There were two temporary loans undertaken during the quarter to meet
cashflow requirements. These were taken for the shortest time period
possible (averaging 4.8 days) and at the lowest rate available. Funds held
from associated bodies and organisations decreased slightly over the quarter
in line with the bodies own cashflows from £1.46M to £1.26M. The average
rate remained unchanged at 0.10%.

COMPLIANCE

For the quarter ending 30 September 2013, there were no breaches in
compliance with the Council’s approved Treasury Management Policy
Statement, TMPs or lending limits (as detailed in Treasury Management
Practice 4 TMP4 - Approved Instruments, Methods & Techniques).

TMP4 requires that a working list of specific approved counterparties
(including lending limits) is maintained and updated regularly for any
movements in credit ratings or Credit Default Swap prices. The Council’s
approved lending policy incorporates Sector Treasury Services’ suggested
maximum lending period for each counterparty. Appendix Il shows the list of
approved counterparties based on the current lending policy, as at November
2013.

A further requirement of TMP4 is that of cashflow performance measurement,
which is expressed as the average closing cleared bank balance for the
period. For the quarter ending 30 September 2013 the average closing
cleared bank balance was £2,233.62 (credit). This is within the set target
range of £50,000 (debit or credit).

INVESTMENT STRATEGY COMPLIANCE AND PERFORMANCE

In essence, the Treasury Investment Strategy approved by the Council for
2013/14 (Report 13/102 refers) sought to ensure security over principal sums
invested whilst obtaining optimum returns consistent with this approach.
Therefore, the only Permitted Investments are in low risk organisations. The
limits for each Permitted Investment and individual counterparty ensure a
good spread of investments thereby also spreading any risk. The Council also
needs to ensure good liquidity at all times and consequently investments must
be made in accordance with cashflow requirements. The approved Strategy
also seeks to reduce the level of investments during the current period of low
investment returns and increased risks, subject to longer term funding
requirements.
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5.2

5.3

5.4

5.5

5.6

5.7

5.8

6.1

The strategy was applied in full over the quarter with no breaches in
compliance with treasury limits, whilst liquidity was maintained by the
extensive use of instant access and notice deposit accounts as detailed in
Section 3 above. The original Strategy also anticipated that investments would
not exceed £50M during the year unless, for example, the Council undertook
new long term borrowing. There has been no new PWLB long term borrowing
undertaken in the current financial year, however, the level of investments did
exceed the £50M level on a few occasions as a result of a peaks in the
cashflow. The highest level in the current year was £52.25M on 17 July 2013.

There were no additional risks identified or borrowing in advance of need
undertaken in the quarter.

The Investment Strategy also incorporates investments held by the Common
Good Funds. All such investments during the quarter were in line with the
approved strategy.

The only Council funds held by external managers related to Council
administered Charitable Trusts.

The Annual Property Investment Strategy for 2013/14 was also approved by
the Council at its meeting on the 27 February 2013 (Report 13/102 refers) and
has been complied with in full, with no breaches in compliance with permitted
investment limits.

The budgeted income for 2013/14 was projected in the Annual Property
Investment Strategy at £1,798,000. This has reduced by £180K from 2012/13
in light of the current economic and market conditions.

There were neither additional risks identified nor new property investments
entered into in the quarter. The strategy action plan for the rationalisation of
the commercial property portfolio remains on programme.

TREASURY MANAGEMENT UPDATE

The Co-operative Bank was re-appointed as the Council’s bankers from 1
April 2013 for four years. Subsequent to this, the bank regulator, the
Prudential Regulation Authority (PRA), has identified a requirement for the
bank to raise an additional £1.5 billion of capital. This had made the future of
the bank uncertain, however, an agreement between the bank and its major
bondholders has now been reached. If this agreement is endorsed by the
required number of bondholders (75% by value and 50% by number), the Co-
operative Group would no longer be the majority shareholder in the Co-
operative Bank. The outcome is expected to be known on 12 December 2013
and agreement would remove much of the uncertainty over the bank’s
immediate future. Failure to get the necessary agreement from the
bondholders would result in the bank being taken over by the Bank of England
under special powers, however this outcome is not anticipated.
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6.2

6.3

6.4

6.5

6.6

6.7

At the same time, the Co-operative Bank has completed a review of its
business and has announced that it is to focus in future on personal retail
banking and banking for small and medium sized enterprises. They are
therefore withdrawing from providing transactional banking services to local
authorities. This plan will be implemented by not seeking to renew their
existing banking contracts at expiry. Therefore, when the Council’s current
contract with the Co-operative Bank ends on 31 March 2017, the Council will
need to appoint different bankers. However, the Co-operative Bank also
advise that they will assist authorities change bank before the expiry date if
they wish to do so. The Council is therefore evaluating the implications and
costs associated with this announcement, and further updates will be
submitted to the Council in due course.

Additionally, the Co-operative Bank’s credit rating has remained below the
Council’s minimum criteria over the year and the bank has therefore been
excluded from the approved list of counterparties. However, as the Council’s
bankers, it is proposed that the Co-operative Bank is temporarily re-instated to
the approved list of Counterparties during the Christmas closedown period. As
the Council cannot instigate payments during the closedown, the only
investments available to officers working from home during that period are
with the Council’'s own bank.

Accordingly it is proposed that from Tuesday 24 December 2013 to Thursday
9 January 2014 the Co-operative Bank is re-instated to the approved list of
counterparties and that a £15M upper limit for cashflow investments with the
Co-operative Bank is applied. This is in line with projected cashflow balances
over the period. However, all investments undertaken during this period must
mature on or before Thursday 9 January 2014.

Given the recent announcements by the Co-operative Bank, and the short
term nature of these arrangements, the risks associated with the above
proposals are considered to be acceptable at this stage. In particular, the
officers will instruct transactions in advance of the Council closedown to invest
any forecast surplus funds over the holiday period on the day they arise with
other counterparties. It is therefore anticipated that funds will only be invested
with the Co-operative Bank during the period as a last resort. This could arise,
for example, in the event that Council receipts are higher than forecast.

Longer term risks have been acknowledged by two of the major credit rating
agencies, who have put the bank on “negative outlook”, and with one also
downgrading the bank’s long term rating. This is based on their belief that the
bank would be less likely to gain government support in future once the
current review and restructuring of its business has been implemented,
together with the risks to the bank associated with implementing the revised
strategy.

In November 2011 the Council approved a loan of £200,000 to Pitlochry

Festival Theatre (PFT) to support the transformation of the theatre’s
operations (Report No. 11/597). The secured, interest free loan of up to a
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7.1

8.1

8.2

9.1

maximum of £200,000 was to be repayable over a maximum term of ten years
with an initial payment holiday of up to two years. The first repayment was
due to the Council in December 2013. Pitlochry Festival Theatre has recently
contacted the Council seeking a deferral of the first payment to December
2014 thereby extending the repayment period by one year. They advise that
the reason for seeking a deferral is that expenditure has been incurred on the
expectation that funding would be awarded by Creative Scotland.
Subsequently, PFT has been advised by Creative Scotland that the full
amount of funding anticipated would not be awarded leading to short term
cash flow issue. It is recommended that the proposed extension to the loan
repayment period is approved.

ICELANDIC BANKS

The funds repaid by Glitnir in Icelandic Krona (ISK) remain in an escrow
account in Iceland in accordance with the requirements of the Icelandic
Central Bank. The estimated value of the ISK amounts to £211,000 as at 31
March 2013. There have been no further developments over the quarter in
respect of these funds.

PRUDENTIAL INDICATORS

The Prudential Indicators for the seven years 2013/14 to 2019/20 were
approved by the Council at its meeting on 27 February 2013 (report 13/102
refers). These indicators have been reviewed and the latest estimates as at
30 September 2013 are shown at Appendix IV. The indicators are based on
the latest capital expenditure estimates in the Composite Capital Budget
2013/20 and the Housing Investment Programme 2013/18.

It can be seen that all indicators are in line with expectations and all limits
were complied with throughout the period. However, in light of the additional
expenditure and borrowing approved since the Indicators were set, the
projections for the ratio of Financing Costs to the Net Revenue Stream and
Gross External Debt are close to their limit in later years. These indicators will
be monitored closely and may need to be revised depending on the approach
adopted to managing the Revenue and Capital Budget over the medium term.
In addition, the Estimates of Capital Expenditure and Capital Financing
(Borrowing) Requirement have increased in line with the additional capital
expenditure and financing. However, the Council’'s plans remain affordable,
prudent and sustainable over the medium term.

CONCLUSION AND RECOMMENDATIONS

The main activities during the quarter were the lending of surplus cashflow
funds and the repayment of an instalment of a fixed term EIP PWLB loan.
Most of the investment activity related to increased use of instant access and
notice accounts. This maintained liquidity during the quarter to meet an
increased cashflow requirement. The Council adhered to its Investment
Strategy and policies throughout the quarter.
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9.2 The UK economy showed some signs of growth with GDP increasing by 0.8%
in the three months to September. CPI inflation remained fairly static at 2.7%.
The Monetary Policy Committee maintained the Bank Rate at 0.5%, and there
was no further quantitative easing during the quarter.

9.3 The Prudential Indicators have been updated for the years up to 2019/20, and
all limits and indicators are in line with expectations. However, a revision of
these indicators may be required in future due to additional capital expenditure
and borrowing.

9.4 It is recommended that the Council:

1. Notes the content of this report, which is submitted in accordance with
the Council’s approved Treasury Management Practices.

2. Approves the inclusion of the Co-operative Bank on the Council’s
approved list of counterparties over the Christmas closedown period for
Treasury Management purposes, from 24 December 2013 to 9 January
2014, as detailed in Sections 6.3 to 6.5.

3. Approves the deferral of the loan repayment by Pitlochry Festival
Theatre to February 2015 thereby extending the repayment period by
one year, as detailed in Section 6.7.

Author(s)

Name Designation Contact Details

John Jennings Senior Accountant jjlennings@pkc.gov.uk
01738 475564

Approved

Name Designation Date

John Symon Head of Finance 2 December 2013

If you or someone you know would like a copy of
this document in another language or format,
(on occasion only, a summary of the document
will be provided in translation), this can be arranged

by contacting  (Report Author)

Z’?j Council Text Phone Number 01738 442573
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ANNEX

1. IMPLICATIONS, ASSESSMENTS, CONSULTATION AND
COMMUNICATION

Strategic Implications Yes / None

Community Plan / Single Outcome Agreement None

Corporate Plan Yes

Resource Implications

Financial Yes

Workforce Yes

Asset Management (land, property, IST) Yes

Assessments

Equality Impact Assessment Yes

Strategic Environmental Assessment Yes

Sustainability (community, economic, environmental) Yes

Legal and Governance None

Risk None

Consultation

Internal Yes

External None

Communication

Communications Plan None

1. Strategic Implications

1.1. Corporate Plan

1.1.1. The Council’'s Corporate Plan 2013 — 2018 lays out five outcome focussed
strategic objectives which provide clear strategic direction, inform decisions at
a corporate and service level and shape resources allocation. They are as
follows:

(i) Giving every child the best start in life;
(i) Developing educated, responsible and informed citizens;
(i) Promoting a prosperous, inclusive and sustainable economy;
(iv) Supporting people to lead independent, healthy and active lives; and
(v) Creating a safe and sustainable place for future generations.
1.1.2 This report relates to all of these objectives.
2. Resource Implications

2.1. Financial

2.1.1. There are no direct financial implications arising from this report other than
those reported within the body of the main report.
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2.2.

2.2.1.

2.3.

2.3.1.

Workforce

There are no direct workforce implications arising from this report other than
those reported within the body of the main report.

Asset Management (land, property, IT)

There are no direct asset management implications arising from this report
other than those reported within the body of the main report.

3. Assessments

3.1.

3.1.1.

3.1.2.

3.2

3.2.1

3.2.2

3.3

3.3.1

3.3.2

4.1

Equality Impact Assessment

Under the Equality Act 2010, the Council is required to eliminate
discrimination, advance equality of opportunity, and foster good relations
between equality groups. Carrying out Equality Impact Assessments for plans
and policies allows the Council to demonstrate that it is meeting these duties.

The information contained within this report has been considered under the
Corporate Equalities Impact Assessment process (EqlA) and has been
assessed as not relevant for the purposes of EqIA.

Strateqic Environmental Assessment

The Environmental Assessment (Scotland) Act 2005 places a duty on the
Council to identify and assess the environmental consequences of its
proposals.

The information contained within this report has been considered under the
Act. However, no action is required as the Act does not apply to the matters
presented in this report.

Sustainability

Under the provisions of the Local Government in Scotland Act 2003 the
Council has to discharge its duties in a way which contributes to the
achievement of sustainable development. In terms of the Climate Change Act,
the Council has a general duty to demonstrate its commitment to sustainability
and the community, environmental and economic impacts of its actions.

The information contained within this report has been considered under the
Act. However, no action is required as the Act does not apply to the matters
presented in this report.

Consultation

The Chief Executive, and the Council’'s Treasury advisors, Sector Treasury
Services, have been consulted in the preparation of this report.
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2.1

BACKGROUND PAPERS

No background papers, as defined by Section 50D of the Local Government
(Scotland) Act 1973 (other than any containing confidential or exempt
information) were relied on to any material extent in preparing the above
report.

APPENDICES

Appendix | — PWLB Fixed Maturity & Variable Interest Rates from 1 July to 1
October 2013.

Appendix Il — Summary of the Treasury Position and Transactions from 1 July
to 30 September 2013.

Appendix Il — Approved Investment Counterparty List.

Appendix IV — Analysis of Prudential Indicators Quarter ending 30"
September 2013.
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SUMMARY OF THE TREASURY POSITION AND TRANSACTIONS APPENDIXII
FROM 1 JULY TO 30 SEPTEMBER 2013

1 LENDING
(a) Investments QOutstanding Outstanding Average Outstanding Average
30-Jun-13 Rate 30-Sep-13 Rate
£ £
Banks (Fixed Deposits) 37,250,000 1.50% 40,300,000 0.98%
Money Market Funds 0 0.00% 0 0.00%
Building Societies/Subsidiary Banks (Fixed) 0 0.00% 0 0.00%
Other Local Authorities 0 0.00% 0 0.00%
TOTAL 37,250,000 1.50% 40,300,000 0.98%
(b) Investment Transactions - 1st July to 30th September 2013
Average Average Average Total
Fixed Deposits No. Amount (£) Rate (%) Term (Days) Interest (£)
Banks 3 3,333,333 0.84% 251 59,900.68
3 3,333,333 0.84% 251 59,900.68
Average Average Total
Instant/Notice Accounts Amount (£) Rate (%) Interest (£)
Instant Access account 2,582,152 0.69% 7,023.70
95 day notice account 14,000,000 0.80% 31,386.30
Money Market Funds 3,228,767 0.43% 3,683.70
Other Local Authorities 0 0.00% 0.00
4,952,730 0.48% 42,093.71
2 BORROWING
(a) Long Term Borrowing 1st July to 30th September 2013
Average Amount
No. Rate (%) (£)
None 0 0.00% 0
0 0.00% 0
(b) Long Term Debt Repayments 1st July to 30th September 2013
Average Amount
No. Rate (%) (£)
PWLB - EIP Instalment 1 4.02% 80,645
1 4.02% 80,645
(c) Long Term Debt Outstanding
Outstanding Average Outstanding Average
30-Jun-13 Rate 30-Sep-13 Rate
£ £
Public Works Loan Board 148,854,484 4.11% 148,773,839 4.11%
Money Market Loans (LOBO's) 43,200,000 4.59% 43,200,000 4.59%
Other Long Term Debt 290,000 0.75% 290,000 0.75%
TOTAL 192,344,484 4.21% 192,263,839 4.21%
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SUMMARY OF THE TREASURY POSITION AND TRANSACTIONS APPENDIXII
FROM 1 JULY TO 30 SEPTEMBER 2013

(d) Temporary Borrowing Outstanding

Outstanding Average Outstanding Average
30-Jun-13 Rate 30-Sep-13 Rate
£ £
Banks and Building Societies 0 0.00% 0 0.00%
Other Local Authorities and Corporations 0 0.00% 3,590,000 0.28%
Local Trusts & Investors 1,461,182 0.10% 1,265,982 0.10%
TOTAL 1,461,182 0.10% 4,855,982 0.23%

(e) Temporary Market Borrowing - 1st July to 30th September 2013

Average Average Average Interest

No. Amount (£) Rate (%) Term (Days) (£)

Temporary Market Borrowing 2 2,405,000 0.28% 4.8 175.67
2 2,405,000 0.28% 4.8 175.67
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APPROVED INVESTMENT COUNTERPARTY LIST

Country

Credit
Rating

CDS
Range

Maximum

Lending

APPENDIX Il

Note

Cateqgory 1 - Principal UK Clearing Banks - max £10M per Counterparty unless semi-nationalised max £20M

(Minimum rating required Fitch A, F1)

Barclays Bank plc

Lloyds Banking Group plc (incl HBOS and Bank Of Scotland) (1)

HSBC Bank plc

Royal Bank of Scotland plc (1)
Santander UK plc

Standard Chartered Bank

UK

UK
UK
UK
UK

A F1
A F1
AA-, F1+
A F1
A F1
AA-, F1+

Cateqgory 2 - Foreign Banks & Institutions - max £7.5M per Counterparty

(Minimum rating required Fitch A, F1

Australia and New Zealand Banking Group Lt
Commonwealth Bank of Australi:
National Australia Bank Ltd

Westpac Banking Corporation

Bank of Montreal

Bank of Nova Scotia

Canadian Imperial Bank of Commerce
National Bank of Canada

Royal Bank of Canada

Toronto Dominion Bank

Nordea Bank Finland plc

BNP Paribas

Credit Industriel et Commercial
Deutsche Bank AG

DZ Bank AG

Landesbank Berlin AG

Landesbank Hessen-Thueringen Girozentral (Helaba)
Landwirtschaftliche Rentenbank

Hong Kong and Shanghai Banking Corporation Ltd
Banque et Caisse d'Epargne de I'Etat*
Clearstream Banking

Bank Nederlandse Germeenten
Co-operatieve Centrale Raiffeisen

ING Bank NV

DnB NOR Bank

DBS Bank Limited

Oversea-Chinese Banking Corp Ltd
United Overseas Bank Ltd

Nordea Bank AB

Skandinaviska Enskilda Banken AB
Swedbank AB

Svenska Handelsbanken AB

Credit Suisse

UBS AG

Bank of New York Mellon

HSBC Bank USA, National Association
JP Morgan Chase Bank NA

Northern Trust Company

State Street Bank and Trust Company
Wells Fargo Bank NA

Can
Finland
France
France

Germany
Germany
Germany
Germany
Germany
Hong Kong
Luxemburg
Luxemburg
Netherland
Netherland
Netherland
Norway
Singapore
Singapore
Singapore
Sweden
Sweden
Sweden
Sweden
Switzerlanc
Switzerlanc

USA

USA

USA

USA

USA

USA

AA-, F1+
AA-, F1+
AA-, F1+
AA-, F1+
AA-, F1+
AA-, F1+
AA-, F1+
A+, F1
AA, F1+
AA-, F1+
AA-, F1+
A+, F1
A+, F1
A+, F1+
A+, F1+
A+, F1+
A+, F1+
AAA, F1+
AA-, F1+
AA+, A-1+
AA, F1+
AAA, F1+
AA, F1+
A+, F1+
A+, F1
AA-, F1+
AA-, F1+
AA-, F1+
AA-, F1+
A+, F1
A+, F1
AA-, F1+
A, F1
AF1
AA-, F1+
AA-, F1+
A+, F1
AA-, F1+
A+ F1+
AA-, F1+

In range
Nationalised
In range
Nationalised
No data
In range

In Range
In Range
In Range
In Range
No data
No data
No data
No data
No data
No data
No data
In Range
No data
In Range
No data
No data
In Range
No data
No data
No data
No data
No data
In Range
In Range
No data
No data
No data
No data
No data
No data
No data
No data
In Range
In Range
No data
No data
In Range
No data
No data
In Range

Cateqgory 3 - Subsidiary Banks & Building Societies - max £5M per Counterparty

(Minimum rating required Fitch A, F1)
(parent bank shown in brackets)

Subsidiary Banks

Building Societies
Nationwide Building Society

Cateqory 4 - Other Local Authorities - max £10M per Counterparty

UK

As arranged
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A F1

No data

3 months
12 months
12 months
12 months
3 months
12 months

12 months
12 months
12 months
12 months
12 months
12 months
12 months
6 months
12 months
24 months
6 months
1 months
1 months
3 months
3 months
3 months
3 months
12 months
1 month
6 months
24 months
24 months
12 months
3 months
6 months
24 months
24 months
24 months
12 months
6 months
6 months
6 months
3 months
3 months
1 month
1 month
1 month
1 month
1 month
1 month

3 months

Individual limit £20M

Individual limit £20M

Sovereign Rating AA+
Sovereign Rating AA+

Sovereign Rating AA+

Sovereign Rating AA+
Sovereign Rating AA+
Sovereign Rating AA+
Sovereign Rating AA+
Sovereign Rating AA+
Sovereign Rating AA+



APPROVED INVESTMENT COUNTERPARTY LIST

Credit CDS Maximum
Country Rating Range Lending
Cateqgory 5 Money Market Funds - max £10M per Counterparty
(Minimum rating required Fitch AAA)
Prime Rate Sterling Liquidity Fund (Class 3) UK AAA
Deutsche Bank Sterling Fund UK AAA
Insight Sterling Liquidity Fund (Class 5) UK AAA
Royal Bank of Scotland GTF Sterling Fund (Class 4) UK AAA
Ignis Sterling Liquidity Fund UK AAA

Note:

(1) - Banks are part/majority owned by the UK government
Note - all Soveriegn credit ratings for above Countries are AAA unless stated otherwise.

* Standard & Poor's Rating
Last Updated: 12-Nov-13

72

APPENDIX Il

Note



§98°005°CLY
€T6°€20'0LE

0Z-TeN-TE
paioalolid

Sv'1
000

3
0¢/6T0¢C

%8€°6T
%00°G¢

%TLTT
%085°CT

0¢/6T0¢

Al Xipuaddy

vS.°,16'GLY
956'705°89¢

6T-1eN-TE
paioalolid

VA TAARS VA2 80759878V ¥68°020°T9V §€9°G90°02Y 69T1°688°96€ 6ETCE8Y9E Juswiauinbay Burdueuld rended

¥.£'859'G9¢€ 0€6'€SE'T9E G76'980°LT€E 122'9€2'86¢C Lv¥'8L9'v6C 098'969'68¢ Buimoliog reusaixg 19N
8T-1eN-TE LT-TeN-T€ 9T-1eN-T€E ST-1eN-TE VT1-TeiN-TE €1-08S-0€
paioalolid paioalolid paioalouid paioalouid paioalouid je Se [en)oy

:SMOJ|0} Se aJe sieak ay) Jo yoea Jo pus ay) e Juswalinbay Buioueuld feuded pue Buimoliog 18U [e101 parewnss ay] ‘sasodind pendes Joy

uaxeuapun Ajuo si BuimolIog ‘wis1 wnipaw ay) JaAo 1eyl Buunsus sny) quawalinbas Buioueul reydes (101 8Y) PaaIXa 10U ISNW Buimollog [eulaixa 1au ‘aousapnid o4

or'1
000

3
6T/8T0¢

%90°6T
%00°G¢

%/8°0T
%0S5°CT

6T/8T0¢

s1uswalinbay Buroueuiq relde) pue Guimoliog 19N

"JUNOJ2® OlUl UdXe) 8 01 poliad Jeak G ayl puoAaq suoireLeA Juediubls ou are alay] 810N

ve'T 62T vZ'T 0C'T ST'T (esealoul Apjoam abelane) Juay bBuisnoH
000 000 000 000 000 (eseauoul [enuue usleAINba g pueq) xe| [1DUNOD
3 3 3 3 3

8T/.T0¢ LT/9T0¢C 9T/ST0C ST/VT0C YT/ETOC

:SMOJ|0} Sk aJe sue|d anuanal pue [elded s,|19unoD 8y Jo Alfe10] 8yl wol) Buninsal Jusy BuisnoH pue xe] [19unoD [elUsWaIduUl paYewns

sue|d anuanal pue [elided pasodoid wouj Jusy BuisnoH/xe] [19uUNo) [eIUsWIdU|

%961 %2061 %.9'8T %981 %YT LT anuanay 01 51509 BudueulS Jo oney parewns3
%0052 %00°'SC %0052 %0052 %00°'SC VYH - JwI [enuspnid
%TE 0T %29'6 %96'8 %288 %88 anuanay 0} s)s0D Buioueul JO Ofey parewnss
%0521 %0521 %0521 %0521 %0521 pun4 [eJsua9 - Wi [enuspnid
8T/LT0¢ 7T/910¢ 9T/S10¢ ST/vi0C vT/eT0C

"'€T0Z JoquwianoN e se sainbiy Bulioluow uo paseq afe mojag s1sod Buloueul4 parewnss syl "Salel 1Sa1ajul Ul JUSWSAOW J0} WOoJpeay aWos Mojfe pue

‘s|aAs| 21I0]SIY U0 paseq aJe YoIym ‘s)iwi| Buimojjo) ayl paaoxa 10U [[eys Weas anuaAal 1au s,[1ouno) ay) 0] (sefirey)d ueoT) s1so) Buiouruld ende) jo onel ayl

Wwea 1S anuaAay 19N:s1so) Buloueul

€102 Jaquwaidas yiog Buipus Jarend -
SHOLVOIANI TVILNIANYd 40 SISATVNY

73



(£T0Z 18qWwanoN /) voday Bunonuoly [ended Yds Jad are sarewnss 1saje| ayL

€10z Areniga- T uo uodal 186png [ende)d ay) uo paseq pue ‘€10z Aeniga- /z uo uodal Joyeaipu] [enuapnid % ABarens Ainseal) ay Jad pasn asoy) ate sarewnsy 1abpng jeulblo ayL

(000'002'T) (000'0€9) (000'28) 000'€8S'TT 000'v2i'8T (000'85€'6) (000'626'9) uswalinbay Buioueul [ended psrewns3 ul JUSWSAOWN
000°T89'ST 000°T€L'ST 0008886 000'¥65°'S52 000°T¥T'62 000'¥81'8¢ 000'706'9€ arewns3 186png feulbio
000'T8Y'¥T 000'TOT'ST 000'708'6 000'2LT'LE 000'G9S' LY 000'928'82 000'S.6'62 Juswalinbay Buioueuld rende) psrewnsy jusung

mEEmLUOLn_ mu_mOQEOO
02/610¢ 6T/8T0¢ 8T/LT0¢ [T/9T0¢ 9T/ST0¢ ST/VT0C vT/ETO0C (Teak auy Joj) yusliaINbay Bupueuld [elded Jo ayelinsg

:SMoJ|0} se sI sue|d 8say) Uo paseq Jeak yoes Joj (ainipuadx3 [ende) Joj Juswalinbal Buimoliog mau al) Juswalinbay Buiouruld feude)d ay) Jo (ET0Z JOqWISAON Te Se) arewnss ayl

1uawalinbay Buloueuld felde) jo arewnsy

(£T0Z 18qWwanonN /) uoday Bunonuoly [ended Yds Jad are sarewnss 1saje| ayL

€10z Areniga4 9 uo 1odai 186png YHH 8yl uo paseq pue ‘€Tz Arenigad 2z uo uodal Joredlpu) fenuapnid ® Abarens Ainseal] sy Jjad pasn asoyy are sarewnsd 196png reulbuo ayl

0 0 0 (000'98T) (000'59T) 000889 000'7TE'T alnypuadx3 [ende) pajewns3 ul JUSWSAOWN

0000006 0000006 000°G89'8 000°2€6'0T 000°9607T 000°9€.¥T 000°9%€8T arewns3 186png feulbio

000'000'6 000'000'6 000'G89'8 000'TS.'0T 000'TE6'ET 000'72¥'ST 000'099'6T alewnss waung
YaH

02/610¢ 6T/8T0¢ 8T/LT0¢ [T/9T0¢ 9T/ST0¢ ST/VT0C vT/ETO0C

0 0 0 0 0 0 0 swiwrelbold ddd

02/610¢ 6T/8T0¢ 8T/LT0¢ [T/9T0¢ 9T/ST0¢ ST/VT0C vT/ETO0C

(£T0Z 18qWwanoN /) uoday Bunonuoly [ended Yds Jad are sarewnss 1saje| ayL

€10z Areniga- T uo uodal 186png [ende) ay) uo paseq pue ‘€Tz Aeniga- /z uo 1odal Joyesipu] [enuapnid % ABarens Ainseal) ay Jad pasn asoy) ate sarewnsy 1abpng jeulblio ayL

(000°0S0°T) (000'0€.'T) (000'6¥€) 000°00%'0T 000'68€'TZ (000'S0T'0T) (000°22G'9) ainupuadx3 [ended pajewnss ul JUSWSAOWN
000°€80'62 000°€ET'62 000'062'€2 000'522'6€ 000'8Z¥'Gt 000'T/8'€9 000'2£2'S arewns3 186png [eulbuo
000‘€£0'82 000‘€0¥'22 000'T¥6'22 000'G29'6V 000'2T8'99 000'99.'€S 000'G59'LY arewnss juaun)

mEEmLUOLn_ mu_mOQEOO
0¢/6T0¢ 6T/3T0C 8T//T0C /T/9T0C 9T/ST0C ST/¥T0C YT/ETOC

Al Xipuaddy

:(£T0Z J9qWIBAON Te se) SMOJ|0} Se SI Jeak yoea Jo} s1abpng s,[1ounod ayl UIyum paureluod ainypuadx3 eude) parewnss [e101 ayl

74

aimipuadx3 relde) jo serewnsy

€102 Jaquwaidas yiog Buipus Jarend -
SHOLVOIANI TVILNIANYd 40 SISATVNY



(6002 J2qWIBAON UI papuawe se)

S82IAISS 21|qnd 8y} ul Juswabeuel Ainseal] 10} 3dndeid J0 3p0D Y4dID 8yl Jo suawalinbal ayl yum saljdwod Ajjny [1ounod ssolury % yuad

1uawaleuely Ainseal] Joj 8onoeid J0 8p02 Y4dID 3yl jo uondopy

000'000'€6€ 000'000°€6€ 000'000'€6€ 000'000°€6€ 000'000'€6€ 000'000'€6€ 000'000'€6€ 000'000'€6€
000'000'68¢€ 000'000°28¢€ 000'000't8€ 000'000'08¢€ 000'000'9€€ 000'000°LTE 000'000'8TE 000'000'0€€
€T16'€20'0.E 9G6'70G'89¢ ¥/€'859'GOE 0£6'€GE'TIE G76'980°LT€E 122'9€2'86¢ /¥¥'8/9'762 098'969'682
0 0 0 0 0 0 0 0
(000'050°8T) (000'050°8T) (000'050°8T) (000'050°8T) (000'050°8T) (000'050'8T) (000°'050°'€2) (000‘00€ 0t)
€16'€,0'88¢€ 9G6'7G5 98¢ ¥/€'80/'€8€ 0£6'€0V'6.€ G¥76'9ET'GEE 122'982'9T¢ Lv¥'82/'LTE 098'966'62<
T.6'8EL'V0T 699°'€TZ'60T 161'189'€TT 2€1'998'/TT 1/8'289'12T 10.'90%'S2T €G1'0ST'62T 6€0'2/8'2ET
008'76€'T 008'76€'T 008'76€'T 008'76€'T 008'76€'T 008'76€'T 008'76€'T 786'G58'Y
000'062 000'062 000'062 000'062 000'062 000'062 000'062 000'062
000'00Z'EY 000'00Z'EY 000'00Z'EY 000'00Z'EY 000'00Z'EY 000'00Z'EY 000'00Z'Y 000'00Z'cY
ZrT'0St'8ee /8¥'951'2ET 111'SET'S2C 86€'€59'9TZ ¥/2'695'89T 02.'v66'SYT ¥6T'€69'EYT 6€8'€LL'8YT
0¢-TeiN-TE 6T-TeN-TE 8T-Te|N-TE [T-TeiN-TE 9T-Te|N-TE GT-TelN-TE YT-TeN-TE €7-083-0¢
paioalouid paioalouid paioalouid paioalolid paioalolid paioalolid paioalolid 1e sy

"109Q [eUJSIXT SS0JS U0 paseq aJte Jwi] pastoyny pue Arepunog [euonesado ayl

NWr pasuoyIny
Arepunog [euonesado
NN

192Q [eulaix3 18N [elol

SjuawWisaAuU| wia ] BuoT
SJUBWISaAU| WIa] UoYys

1gaQ [eula1x3 SS0I9 [e10]
san|iqelr] wia L Buo JByo
Buimoulog laylo/sueo Aresodwa |
sueo [eloads

spuog 19)e\

preog ueoT SyIOMA dlignd

Buimollog [euleix3

(39N pue ss019) 1g8Q [eulaix3

(£T0Z 18qWanoN /) uoday Bunonuoly [ended Yds Jad are sarewnss 1saje| ayL

€10z Areniga4 9 uo 1odai 186png YHH 8yl uo paseq pue ‘€Tz Arenigad 2z uo uodal Joredlpu) fenuapnid ® Abarens Ainseal] sy Jjad pasn asoyy are sarewnsd 186png reulbuo ayl

0 0 0 (000'98T) (000'99T) 000889 000'69€'T
000°000°G 000°000°G 000°€9v'E 00029 000'869°6 000'.¥8°0T 000'v2T'vT
000°000'G 000°000‘G 000‘€9v'E 000'850'9 000'€£S'6 000'GES'TT 000‘€67'ST
0¢/6T0¢ 6T/3T0C 8T//T0C /T/9T0C 9T/ST0C ST/¥T0C YT/ETOC

0 0 0 0 0 0 0

0¢/6T0¢ 6T/3T0C 8T//T0C /T/9T0C 9T/ST0C ST/¥T0C YT/ETOC

Al Xipuaddy

€102 Jaquwaidas yiog Buipus Jarend -
SHOLVOIANI TVILNIANYd 40 SISATVNY

wawalinbay Buroueuld fende) parewns3 ul JUSWSAOWN

arewnsy 196png reuibio

wawalinbay Buroueuld fende) parewns3 uaiund

VdH

awiwrelboid ddd

75



*Japenb ay) Jo pua ay) Je se spouad yons o) BuipuelsINo a1aMm YoIym PalSaAUl SWNS OU 3JaM 813U "UOI|IWQTF S Sieak € 01 dn JeaAT J1aA0 10} palsaAul swns Joj Nwi Jaddn ayl

sAeq v9¢ ueyl Jabuo palsaau| swng redidulid 0T

%56 %G. %085 %GE %GE uwi Jaddn
%0T %0 %0 %0 %0 N Jsmon
%S5 %.L'€C %11 %S’V %1€ 1gaQ paxid [el0l JO %
2€2'60€'9ST Z6T'GT'89 Zr.'685'0v 60T'G88CT €09°'TT0'6 (3) Buunye 19aQ [e10L
SIeaA QT 1oAQ  SIeaA QT>G SIeah G>g syl 2>21T syl gt >

'SMOJ|0} SE SI Jeak [eloueul) 8y JO LelS 8yl Wolj painsesw ‘€Tz Jequwiaidas YIOE 1e Se ‘1gap alel paxi) s,|lounod ay) o} aimonas Aunrew ayl

%S€E %S€E %S€E %S€E %S€E %S€E %S€E %S€E
%2’ L %2’ L %€’ L %€’ L %89 %L %9'S %0'T
€T6'€20'0LE 956'705'89¢ ¥.£'859'G9¢€ 0€6'€SE'T9E G76'980°LT€ 122'9€2'86¢ Lv¥'8.9'v6C 098'969'68¢
008'v15'9¢ 008'v15'9¢ 008'v15'9¢ 008'v15'9¢ 008'v¥S'1C 008'v¥S'1C 0085 9T 286'GS.L'C
(000'050°8T) (ooo'oso'sT)  (0o0‘0s0'8T)  (000°0S0°8T)  (000°0S0°8T)  (000°0S0°8T)  (000°0S0°e2)  (000‘00E'0Y)
008'v65‘vv 008'v65‘vY 008'v65‘vY 008'v65‘vY 008'v65'6€ 008'v65'6€ 008'V765'6€ Z86°GS0'EY
0Z-TeN-TE 6T-1eN-TE 8T-1eN-TE LT-TeN-T€ 9T-1eN-TE ST-1eN-TE VT1-TeiN-TE €1-08S-0€
paioalouid paioalolid paioalolid paioalolid paioalolid paioalolid paioalouid Je Se [en)joy
%00T %00T %00T %00T %00T %00T %00T %00T
%588 %S'88 %Y’'88 %288 %7288 %S°'/8 %S°'/8 %0°/8
€T6'€,0'88E 956'755'98¢€ ¥.£'80L'€8¢€ 0€6'€0V'6.E GV6'9ET'SEE 122'982'91¢€ Lvy'8eL'LTE 098'966'62€
ETT'6LY'EVE 9ST'096'TVE v.S'€TT'6EE 0€T'608'vEE SPT'2VS'e6¢ L2V'169'9/2 LV9'€ET'8.C 8/8'0v76'98¢
0 0 0 0 0 0 0 0
ETT'6LV'EVE 9ST'096'TVE v.S'€TT'6EE 0€T'608'vEE SPT'2rS'e6e L2V'169'9.2 LY9°€EeT'8.2 8/8'0176'98¢
0Z-TeN-TE 6T-1eN-TE 8T-1eN-TE LT-TeN-T€ 9T-1eN-TE ST-TeN-TE VT1-TeiN-TE €1-08S-0¢
paioalouid paioalouid paioalolid paioalouid paioalouid paioalouid paioalolid Je Sse [en]oy

Al Xipuaddy

€102 Jaquwaidas yiog Buipus Jarend -
SHOLVOIANI TVILNIANYd 40 SISATVNY

alnonns Alunie 6

199 a1ey 1salalu| a|qele A uo jwi Jaddn

(s@oueleq yseo wial Loys wolj buisue
sjuawisaAul Buipnjour) Buimoliog 19N [e101L

76

SJUBWISBAU| By B|geLeA [e10L
Buimollog arey ajgeLreA [e1o |

igeq orey 1salolu] o|qele

1geQ a1ey 1salaiu| paxi4 uo jwi Jaddn

Buimoilog ssolo) [e1oL

SIUBWISBAU| arey paxiH [e10L
Buimouiog arey paxiH [e10

109Q arey 1Salaiu| paxiq

sainsodx3 ayey 1salaiu| g



	Report by the Head of Finance
	PURPOSE OF REPORT 
	5. INVESTMENT STRATEGY COMPLIANCE AND PERFORMANCE





