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Summary

On the 20 February 2014, Full Council approved the 2014/15 Treasury
Management Strategy. As part of that strategy and in line with the Chartered
Institute of Public Finance Accountancy’s (CIPFA) code of Practice for Treasury
Management, there should be a review of that strategy at least half yearly. This
report includes the mid-year review of the Treasury Management Strategy 2014/15
and also invites Members to comment on the Council’s Treasury Management
Strategy for the 2015/16 financial year.

Please note that Appendices 1-9 have been included within Supplementary
Agenda No.1.

1. Budget and Policy Framework

1.1  The Chartered Institute of Public Finance and Accountancy’s (CIPFA) Code
of Practice on Treasury Management (revised 2011) was adopted by this
Council on 24 January 2013 and this requires that there be, as a minimum,
a mid year review of treasury management strategy and performance
together with an annual Treasury Management Strategy Statement. This is
intended to highlight any areas of concern that have arisen since the
original strategy was approved.

1.2  This report combines the Mid-year Review Report 2014/15 and the
Minimum Revenue Provision Policy Statement and Annual Investment
Strategy 2015/16. Council is asked to consider the report, taking into
account the comments from the Audit Committee and Cabinet. Final
approval of the policy and the setting of prudential indicators is a matter for
Council whilst approval of the Treasury Management Practices is a matter
for Cabinet.
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Background

The Council operates a balanced budget, which broadly means cash raised
during the year will meet its cash expenditure. Part of the treasury
management operations ensures this cash flow is adequately planned, with
surplus monies being invested in low risk counterparties, providing
adequate liquidity before considering maximising investment return.

The second main function of the treasury management service is the
funding of the Council’s capital plans. These capital plans provide a guide
to the borrowing need of the Council, essentially the longer-term cash flow
planning to ensure the Council can meet its capital spending operations.
This management of longer-term cash may involve arranging long or short-
term loans, or using long-term cash flow surpluses, and on occasion, debt
previously incurred may be restructured to meet Council risk or cost
objectives.

As a consequence treasury management is defined as:

“The management of the local authority’s investments and cash flows, its
banking, money market and capital market transactions; the effective
control of the risks associated with those activities; and the pursuit of
optimum performance consistent with those risks. ”

The Chartered Institute of Public Finance and Accountancy’s (CIPFA) Code
of Practice on Treasury Management (revised 2011) was adopted by this
Council on 24 January 2013.

The primary requirements of the Code are as follows:

e Creation and maintenance of a Treasury Management Policy Statement
which sets out the policies and objectives of the Council’s treasury
management activities.

e Creation and maintenance of Treasury Management Practices which
set out the manner in which the Council will seek to achieve those
policies and objectives.

¢ Receipt by full Council of an annual Treasury Management Strategy
Statement - including the Annual Investment Strategy and Minimum
Revenue Provision Policy - for the year ahead, a Mid-year Review
Report and an Annual Report (stewardship report) covering activities
during the previous year. This report combines the Treasury
Management Strategy and the Mid-year Review Report. The Annual
Report will be submitted to the Audit Committee later in the year.

¢ Delegation by the Council of responsibilities for implementing and
monitoring treasury management policies and practices and for the
execution and administration of treasury management decisions.

¢ Delegation by the Council of the role of scrutiny of treasury
management strategy and policies to a specific named body. For this
Council the delegated body is Audit Committee.



2.6

2.7

2.8

3.1

3.11

3.1.2

The mid-year report element of this report has been prepared in
compliance with CIPFA’s Code of Practice on Treasury Management, and
covers the following:

e An economic update for the first six months of 2014/15

¢ A review of the Treasury Management Strategy Statement and Annual
Investment Strategy

¢ A review of the Council’s investment portfolio for 2014/15

¢ A review of the Council’'s borrowing strategy for 2014//15

¢ A review of any debt rescheduling undertaken during 2014/15

¢ A review of compliance with Treasury and Prudential Limits for 2014/15.

The prudential and treasury indicators and treasury strategy sections of this
report covers two main areas:

Capital issues
e The capital plans and the prudential indicators
e The minimum revenue (MRP) policy.

Treasury management issues

e The current treasury position

e Treasury indicators which limit the treasury risk and activities of the
Council

Prospects for interest rates

The borrowing strategy

Policy on borrowing in advance of need
Debt rescheduling

The investment strategy

Creditworthiness policy

Policy on use of external service providers.

These elements cover the requirements of the Local Government Act
2003, the CIPFA Prudential Code, CLG MRP Guidance, the CIPFA
Treasury Management Code and CLG Investment Guidance.

MID-YEAR REVIEW 2014/15
Key Changes to the Treasury and Capital Strategies

The main rating agencies (Fitch, Moody’s and Standard & Poor’s) have,
through much of the financial crisis, provided some institutions with a ratings
“uplift” due to implied levels of sovereign support. More recently, in response
to the evolving regulatory regime, the agencies have indicated they may
remove these “uplifts”, making the Support, Financial Strength and Viability
ratings redundant. This process may commence during this financial year.
The actual timing of the changes is still subject to discussion, but this does
mean immediate changes to the credit methodology are required.

As a result of these rating agency changes, the credit element of our
future methodology will focus solely on the Short and Long Term ratings of
an institution. Rating Watch and Outlook information will continue to be
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assessed where it relates to these categories. This is the same process
for Standard & Poor’s that we have always taken, but a change to the use
of Fitch and Moody’s ratings. Furthermore, we will continue to utilise CDS
prices as an overlay to ratings in our new methodology.

Economic performance to date and outlook

U.K.

After strong UK GDP quarterly growth of 0.7%, 0.8% and 0.7% in quarters
2, 3 and 4 respectively in 2013, (2013 annual rate 2.7%), and 0.7% in Q1,
0.9% in Q2 and a first estimate of 0.7% in Q3 2014 (annual rate 3.1% in
QQ3), it appears very likely that strong growth will continue into 2015 as
forward surveys for the services and construction sectors, are very
encouraging and business investment is also strongly recovering. The
manufacturing sector has also been encouraging though the latest figures
indicate a weakening in the future trend rate of growth. However, for this
recovery to become more balanced and sustainable in the longer term, the
recovery needs to move away from dependence on consumer expenditure
and the housing market to exporting, and particularly of manufactured
goods, both of which need to substantially improve on their recent
lacklustre performance. This overall strong growth has resulted in
unemployment falling much faster through the initial threshold of 7%, set
by the Monetary Policy Committee (MPC) last August, before it said it
would consider any increases in Bank Rate. The MPC has, therefore,
subsequently broadened its forward guidance by adopting five qualitative
principles and looking at a much wider range of about eighteen indicators
in order to form a view on how much slack there is in the economy and
how quickly slack is being used up. The MPC is particularly concerned
that the current squeeze on the disposable incomes of consumers should
be reversed by wage inflation rising back above the level of inflation in
order to ensure that the recovery will be sustainable. There also needs to
be a major improvement in labour productivity, which has languished at
dismal levels since 2008, to support increases in pay rates. Most
economic forecasters are expecting growth to peak in 2014 and then to
ease off a little, though still remaining strong, in 2015 and 2016.
Unemployment is therefore expected to keep on its downward trend and
this is likely to eventually feed through into a return to significant increases
in pay rates at some point during the next three years. However, just how
much those future increases in pay rates will counteract the depressive
effect of increases in Bank Rate on consumer confidence, the rate of
growth in consumer expenditure and the buoyancy of the housing market,
are areas that will need to be kept under regular review.

Also encouraging has been the sharp fall in inflation (CPI), reaching 1.2% in
September, the lowest rate since 2009. Forward indications are that inflation
is likely to fall further in 2014/15 to possibly 1%. Overall, markets are
expecting that the MPC will be cautious in raising Bank Rate as it will want to
protect heavily indebted consumers from too early an increase in Bank Rate
at a time when inflationary pressures are also weak. A first increase in Bank
Rate is therefore expected in Q2 2015 and they expect increases after that to
be at a slow pace to lower levels than prevailed before 2008 as increases in
Bank Rate will have a much bigger effect on heavily indebted consumers than
they did before 2008.
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The return to strong growth has also helped lower forecasts for the increase in
Government debt by £73bn over the next five years, as announced in the
2013 Autumn Statement, and by an additional £24bn, as announced in the
March 2014 Budget - which also forecast a return to a significant budget
surplus, (of £5bn), in 2018/19. However, monthly public sector deficit figures
have disappointed so far in 2014/15.

u.S.

In September, the Federal Reserve continued with its monthly $10bn
reductions in asset purchases, which started in December 2013. Asset
purchases have now fallen from $85bn to $15bn. The programme of
Quantitative Easing has now ended but the Federal Reserve will continue to
reinvest in maturing securities. First quarter GDP figures for the US were
depressed by exceptionally bad winter weather, but growth rebounded very
strongly in Q2 to 4.6% (annualised).

The U.S. faces similar debt problems to those of the UK, but thanks to
reasonable growth, cuts in government expenditure and tax rises, the annual
government deficit has been halved from its peak without appearing to do too
much damage to growth, although the weak labour force participation rate
remains a matter of key concern for the Federal Reserve when considering
the amount of slack in the economy and monetary policy decisions.

Eurozone

The Eurozone is facing an increasing threat from weak or negative growth and
from deflation. In September, the inflation rate fell further, to reach a low of
0.3%. However, this is an average for all EZ countries and includes some
countries with negative rates of inflation. Accordingly, the ECB took some
rather limited action in June to loosen monetary policy in order to promote
growth. In September it took further action to cut its benchmark rate to only
0.05%, its deposit rate to -0.2% and to start a programme of purchases of
corporate debt. However, it has not embarked yet on full quantitative easing
(purchase of sovereign debt).

Concern in financial markets for the Eurozone subsided considerably during
2013. However, sovereign debt difficulties have not gone away and major
issues could return in respect of any countries that do not dynamically address
fundamental issues of low growth, international uncompetitiveness and the
need for overdue reforms of the economy, (as Ireland has done). ltis,
therefore, possible over the next few years that levels of government debt to
GDP ratios could continue to rise for some countries. This could mean that
sovereign debt concerns have not disappeared but, rather, have only been
postponed.

China and Japan

Japan is causing considerable concern as the increase in sales tax in April
has suppressed consumer expenditure and growth. In Q2 growth was -1.8%
g/q and -7.1% over the previous year. The Government is hoping that this is a
temporary blip.
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As for China, Government action in 2014 to stimulate the economy appeared
to be putting the target of 7.5% growth within achievable reach but recent data
has raised fresh concerns. There are also major concerns as to the
creditworthiness of much bank lending to corporates and local government
during the post 2008 credit expansion period and whether the bursting of a
bubble in housing prices is drawing nearer.

Interest rate forecasts

The Council’s treasury advisor, Capita Asset Services, has provided the
following forecast:

Dec-14 Mar-15 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17 Jun-17 Sep-17 Dec-17 Mar-18

Bank rate 0.50% 050% | 075% O075% 1.00% 1.00% | 125% 1.25% 1.50% 1.50% | 1.75% 2.00% 225% 250%
D REC Ol 250% 270% | 270% 280% 290% 300% | 3.10% 320% 330% 340% |350% 350% 350% 3.50%
UORURREY 220% 340% | 350% 360% 370% 380% |3.90% 400% 410% 4.10% |420% 420% 430% 4.30%

P UEEREc] 390% 4.00% | 410% 430% 440% 450% | 460% 470% 470% 4.80% |480% 490% 490% 5.00%

A NNRECY 390% 4.00% | 410% 430% 440% 450% | 460% 470% 470% 480% |480% 490% 490% 500%

3.25.2
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3.254

Capita Asset Services undertook a review of its interest rate forecasts on 24
October. During September and October, a further rise in geopolitical
concerns, principally over Ukraine but also over the Middle East, plus fears
around Ebola and an accumulation of dismal growth news in most of the ten
largest economies of the world and also on the growing risk of deflation in the
Eurozone, had sparked a flight from equities into safe havens like gilts and
depressed PWLB rates. However, there is much volatility in rates as news
ebbs and flows in negative or positive ways. This latest forecast includes a
first increase in Bank Rate in quarter 2 of 2015.

Our PWLB forecasts are based around a balance of risks. However, there are

potential upside risks, especially for longer term PWLB rates, as follows: -

o A further surge in investor confidence that robust world economic growth is
firmly expected, causing a flow of funds out of bonds and into equities.

¢ UK inflation being significantly higher than in the wider EU and US, causing
an increase in the inflation premium inherent to gilt yields.

Downside risks currently include:

e The situation over Ukraine poses a major threat to EZ and world growth if it
was to deteriorate into economic warfare between the West and Russia
where Russia resorted to using its control over gas supplies to Europe.

e Fears generated by the potential impact of Ebola around the world

¢ UK strong economic growth is currently mainly dependent on consumer
spending and the potentially unsustainable boom in the housing market.
The boost from these sources is likely to fade after 2014.

¢ A weak rebalancing of UK growth to exporting and business investment
causing a weakening of overall economic growth beyond 2014.
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e Weak growth or recession in the UK’s main trading partner - the EU,
inhibiting economic recovery in the UK.

e Areturn to weak economic growth in the US, UK and China causing major
disappointment in investor and market expectations.

¢ A resurgence of the Eurozone sovereign debt crisis caused by ongoing
deterioration in government debt to GDP ratios to the point where financial
markets lose confidence in the financial viability of one or more countries
and in the ability of the ECB and Eurozone governments to deal with the
potential size of the crisis.

¢ Recapitalisation of European banks requiring more government financial
support.

e Lack of support by populaces in Eurozone countries for austerity
programmes, especially in countries with very high unemployment rates
e.g. Greece and Spain, which face huge challenges in engineering
economic growth to correct their budget deficits on a sustainable basis.

¢ [taly: the political situation has improved but it remains to be seen whether
the new government is able to deliver the austerity programme required
and a programme of overdue reforms. lItaly has the third highest
government debt mountain in the world.

¢ France: after being elected on an anti austerity platform, President
Hollande has embraced a €50bn programme of public sector cuts over the
next three years. However, there could be major obstacles in implementing
this programme. Major overdue reforms of employment practices and an
increase in competiveness are also urgently required to lift the economy out
of stagnation.

¢ Monetary policy action failing to stimulate sustainable growth in western
economies, especially the Eurozone and Japan.

¢ Heightened political risks in the Middle East and East Asia could trigger
safe haven flows back into bonds.

e There are also increasing concerns at the reluctance of western central
banks to raise interest rates significantly for some years, plus the huge QE
measures which remain in place (and may be added to by the ECB in the
near future). This has created potentially unstable flows of liquidity
searching for yield and, therefore, heightened the potential for an increase
in risks in order to get higher returns. This is a return to a similar
environment to the one which led to the 2008 financial crisis.

Treasury Management Strategy Statement and Annual Investment
Strategy 2014/15 update

The Treasury Management Strategy Statement (TMSS) for 2014/15 was
approved by Council on 20 February 2014. There are no policy changes
to the TMSS for 2014/15.

Limits to Borrowing Activity

The first key control over the treasury activity is a prudential indicator to
ensure that over the medium term, net borrowing (borrowing less
investments) will only be for a capital purpose. Net external borrowing
should not, except in the short term, exceed the total of Capital Financing
Requirement (CFR) in the preceding year plus the estimates of any
additional CFR for 2013/14 and next two financial years. This allows
some flexibility for limited early borrowing for future years. The Council has
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approved a policy for borrowing in advance of need which will be adhered
to if this proves prudent.

2014/15 Current
Original Position
Estimate 30 Sept 2014
£000 £000
Gross borrowing 162,324 164,103
Plus other long term liabilities* 3,123 1,562
Gross borrowing and other long 165,447 165,665
term liabilities
CFR (year end position) 245,648 245,265

* Embedded Leases (on balance sheet)

The Chief Finance Officer reports that no difficulties are envisaged for the
current or future years in complying with this prudential indicator for
maintaining net borrowing to CFR.

A further prudential indicator controls the overall level of borrowing. This is
the Authorised Limit, which represents the limit beyond which borrowing is
prohibited, and needs to be set and revised by Members. It reflects the
level of borrowing which, while not desired, could be afforded in the short
term, but is not sustainable in longer-term scenario. It is a forecast of
maximum borrowing requirement with some capacity for unexpected
movements. This is the statutory limit determined under section 3 (1) of
the Local Government Act 2003. The council’'s authorised borrowing limit
for 2014/15 is £428.682 million and it will not exceed this limit.

Investment Portfolio 2014/15

In accordance with the Code, it is the Council’s priority to ensure security
of capital and liquidity, and to obtain an appropriate level of return which is
consistent with the Council’s risk appetite. As set out in Section 3.2, it is a
very difficult investment market in terms of earning the level of interest
rates commonly seen in previous decades as rates are very low and in line
with the 0.5% Bank Rate. Indeed, the Funding for Lending scheme has
reduced market investment rates even further. The potential for a
prolonging of the Eurozone sovereign debt crisis, and its impact on banks,
prompts a low risk and short term strategy. Given this risk environment,
investment returns are likely to remain low.

The Council held £54.475m of investments as at 30 September 2014
(£39.3m at 31 March 2014) and the investment portfolio yield for the first
six months of the year is 1.14% against a Capita benchmark of 0.72 %
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A full list of investment held as at 30 September 2014 is shown below:

Investments Maturity Principal|Interest
30-Sep- %
14
£m
Core Investments — Local
Authorities
City of Newcastle Upon Tyne 31/07/2019 5 2.35%
Lancashire County Council 01/08/2018 5 2.00%
Doncaster Metropolitan 08/08/2019 5 2.32%
Borough Council
Newport City Council 10/07/2017 4.475 | 1.50%
Total In house Core 19.475
Investments
Liquid Investments
Barclays FIBCA Account Call 20 0.65%
Svenska Handelsbanken Call 15 0.60%
Total Liquid Investments 35

The Chief Financial Officer confirms that the approved limits within the
Annual Investment Strategy have not been breached to date during the
current financial year.

The Council’s 2014/15 outturn Finance and Interest should produce a
surplus of £1m.

Investment Counterparty Criteria

The current investment counterparty criteria selection approved in the
Treasury Strategy is meeting the requirement of the treasury management
function.

The main rating agencies (Fitch, Moody’s and Standard & Poor’s) have,
through much of the financial crisis, provided some institutions with a ratings
“uplift” due to implied levels of sovereign support. More recently, in response
to the evolving regulatory regime, the agencies have indicated they may
remove these “uplifts”. This process may commence during this financial year.
The actual timing of the changes is still subject to discussion, but this does
mean immediate changes to the credit methodology are required.

It is important to stress that the rating agency changes do not reflect any
changes in the underlying status of the institution or credit environment,
merely the implied level of support that has been built into ratings through the
financial crisis. The eventual removal of implied Government support will only
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take place when the regulatory and economic environments have ensured
that financial institutions are much stronger and less prone to failure in a
financial crisis.

Both Fitch and Moody’s provide “standalone” credit ratings for financial
institutions. For Fitch, it is the Viability Rating, while Moody’s has the Financial
Strength Rating. Due to the future removal of sovereign support from
institution assessments, both agencies have suggested going forward that
these will be in line with their respective Long Term ratings. As such, there is
no point monitoring both Long Term and these “standalone” ratings.

Furthermore, Fitch has already begun assessing its Support ratings, with a
clear expectation that these will be lowered to 5, which is defined as “A bank
for which there is a possibility of external support, but it cannot be relied upon.”
With all institutions likely to drop to these levels, there is little to no
differentiation to be had by assessing Support ratings.

As a result of these rating agency changes, the credit element of our future
methodology will focus solely on the Short and Long Term ratings of an
institution. Rating Watch and Outlook information will continue to be assessed
where it relates to these categories. This is the same process for Standard &
Poor’s that we have always taken, but a change to the use of Fitch and
Moody’s ratings. Furthermore, we will continue to utilise CDS prices as an
overlay to ratings in our new methodology.

Benchmarking

The in-house Treasury team, contribute to both the CIPFA and Capita
Asset Services benchmarking clubs. The CIPFA benchmarking is
reported annually with the Treasury outturn report, whereas, the Capita
Asset Services benchmarking does report quarterly. Shown below is a
graph showing Medway’s performance against 8 members of the Capita
Asset Services benchmarking club.

Population Returns against Model Returns

0.00% 0.50% 1.00% 1.50% 2.00% 2.50% 3.00%

Model WARoOR
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The “x” axis of the graph shows the “Model Weighted Average Rate of
Return”, this is easiest interpreted as the level of return we should expect
for the level of risk that we are taking with our investment portfolio. This is
then plotted against the “Actual Weighted Average Rate of Return” on the
“y” scale, running diagonally upwards across the graph are two parallel
lines, if a Council performance falls between these lines then they are
deemed to be receiving a return as would be expected for their level of
risk, below these two lines and performance is considered below that
expected and above then the return being received is above that
expected. As can be seen Medway'’s return is “above” that expected for
our level of risk.

In assessing the risk inherent in an Investment Portfolio for the
benchmarking, three factors are taken into account,

1) The number of days to maturity of an investment. With a larger the
number of days left to maturity the greater the risk that an adverse
event could occur

2) The total number of days that the investment was originally invested for,
again the longer an authority is comfortable to invest for the greater the
risk it is willing to take.

3) The creditworthiness of the counterparties that the authority invests
with.

The table below shows some detail from the benchmarking data
comparing Medway in-house performance against all participants of the
benchmarking group; Unitaries; and local councils.

Comparison of risk and returns

Model Risks Weighted
Weighted Weighted Weighted Weighted | Average
Average Average Average Average Rate of
Rate of Maturity Total Time Credit Return
Return (Days) (Days) Risk
Medway 0.92% 536 553 3.30 1.14%
Average English Unitaries (16) 204 316 3.47 0.80%
Average Total Population (182)
Average Local Benchmarking 162 232 3.33 0.72%
Group
Brighton & Hove CC 0.71% 61 170 3.90 0.65%
East Sussex CC 0.59% 74 116 3.90 0.61%
Maidstone BC 0.54% 105 120 2.40 0.68%
Sevenoaks DC 0.64% 61 135 3.50 0.58%
Shepway DC 0.68% 143 239 2.30 0.70%
The Police & Crime 0.70% 90 199 3.50 0.62%
Commissioner for Sussex
Tonbridge & Malling BC 0.81% 227 321 3.80 0.75%

3.7 Borrowing

3.7.1 The Council’s capital financing requirement (CFR) for 2014/15 is £245.265
million. The CFR denotes the Council's underlying need to borrow for
capital purposes. If the CFR is positive the Council may borrow from the
PWLB or the market (external borrowing) or from internal balances on a
temporary basis (internal borrowing). The balance of external and internal
borrowing is generally driven by market conditions. The table in section 4




3.7.2

3.7.3

shows the Council has external borrowings of £164.103 million and has
utilised £79.6 million of cash flow funds in lieu of borrowing. The table
shows that the Council’s external debt is lower than the capital financing
requirement, meaning that the Authority could borrow additional funds and
still comply with the Prudential Code. However, in addition to the external
debt, Medway is also responsible for meeting the costs of a proportion of
Kent County Council’'s (KCC) debt relating to assets transferred to
Medway on local government reorganisation. Medway and KCC are
currently exploring the possibility of transferring debt to Medway, affording
greater financial control to Medway. If transferred the amount (£41.7m at
31 March 2014) would be added to external debt and reduce the amount
by which the Council was under-borrowed.

The current borrowing strategy is to repay debt rather than enter into new
borrowing as a consequence of the relationship between investment and
borrowing interest rates. Using invested funds to repay debt also has the
benefit of mitigating counterparty risk. This policy has been adhered to for
the first six months of this financial year. However, as specified within the
strategy, in the event that it was deemed advantageous to borrow then we
will evaluate the economic and market factors to form a view on future
interest rates so as to determine the manner and timing of decisions to
borrow.

The graph overleaf and table below show the movement in PWLB certainty
rates for the first six months of the year to date:

PWLB certainty rates, half year ended 30th September 2014
(Please note that the graph below is unable to show separate lines for 25 and 50 year
rates at some points as those rates were almost identical)

1 Year 5 Year 10 Year 25 Year 50 Year

Low 1.20% 2.48% 3.16% 3.74% 3.72%

Date 08/04/2014 28/08/2014 28/08/2014 01/09/2014 29/08/2014
High 1.49% 2.87% 3.66% 4.30% 4.28%
Date 16/07/2014 03/07/2014 20/06/2014 03/04/2014 02/04/2014

Average 1.35% 2.66% 3.47% 4.10% 4.07%
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It is anticipated that no external borrowing will be undertaken during this
financial year, unless it is found to be advantageous as mentioned in
paragraph 3.7.2.

One of the important risks that is inherent within Treasury management is
“Interest rate risk”. This risk is high where a large proportion of an
organisation’s borrowing portfolio reach termination point at the same
time. The organisation has then to re-finance a large proportion of their
portfolio at a set point of time whereby they run the risk that interest rates
may not be beneficial to the organisation.

In order to protect against this risk it is prudent to spread repayment dates
over a number of years thereby reducing the risk of a large proportion of
the portfolio being affected by adverse interest rates.

The graph overleaf shows the debt portfolio repayment profile as at 1 April
2014. It can be seen that the debt repayments are reasonably spread
over the forthcoming decades, thereby reducing any impact of interest rate
risk.

It is worth noting that the white shaded repayments are PWLB debt and
black are LOBO’s (Lender Option Borrower Option). All debts are being
shown as repayable at term, although the LOBO'’s have a variety of “call”
periods of between 6 months and every 5 years. The risk of a call
occurring is currently low and therefore these have been shown as running
full term.
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3.8 Debt Rescheduling

3.8.1 Debt rescheduling opportunities have been limited in the current economic
climate and consequent structure of interest rates. During the first six
months of the year, no debt rescheduling was undertaken and it is not
envisaged that any will occur before the end of the financial year.
However, officers and the council’s financial advisers ‘Capita Asset
Services’ will continue to monitor the situation and opportunities will be
carefully considered.

3.9 Compliance with Treasury and Prudential Limits

3.9.1 Itis a statutory duty for the Council to determine and keep under review
the “Affordable Borrowing Limits”. Council’s approved Treasury and
Prudential Indicators (affordability limits) are outlined in the approved
TMSS.

3.9.2 During the financial year to date the Council has operated within the
treasury limits and Prudential Indicators set out in the Council’'s Treasury
Management Strategy Statement and in compliance with the Council's
Treasury Management Practices.

4 Treasury Management Strategy 2015/16

4.1 Treasury management consultants

4.1.1 The Council uses Capita Asset Services, Treasury solutions as its external
treasury management advisors.




4.1.2

4.1.3

4.2

4.2.1

4.3

4.3.1

The Council recognises that responsibility for treasury management
decisions remains with the organisation at all times and will ensure that
undue reliance is not placed upon our external service providers.

It also recognises that there is value in employing external providers of
treasury management services in order to acquire access to specialist skills
and resources. The Council will ensure that the terms of their appointment and
the methods by which their value will be assessed are properly agreed and
documented, and subjected to regular review.

The Prudential and Treasury Indicators 2014/2015 — 2016/2017

The Council’s capital expenditure plans are the key driver of treasury
management activity. The output of the capital expenditure plans is
reflected in the prudential indicators, which are designed to assist
members’ overview and confirm capital expenditure plans.

= Capital prudential indicators are summarised within Appendix 3. These
indicators are a summary of the Council’s capital expenditure and
financing plans, currently reflecting the 2014/15 approved programme
but will need to be adjusted to accommodate additional resources for
2015/16 and beyond as they become clear.

» |tis a statutory duty for the Council to determine and keep under review
how much it can afford to borrow. The amount so determined is termed
the “Affordable Borrowing Limit”. In England and Wales the authorised
Limit represents the legislative borrowing limit.

= The Council must have regard to the Prudential Code when setting the
Authorised Limit, which essentially requires it to ensure that total capital
investment remains within sustainable limits and, in particular, that the
impact upon its future council tax and council rent levels is ‘acceptable’.

= Whilst termed an “Affordable Borrowing Limit”, the capital plans to be
considered for inclusion incorporate financing by both external
borrowing and other forms of liability, such as credit arrangements. The
Authorised Limit is to be set, on a rolling basis, for the forthcoming
financial year and two successive financial years; details of the
Authorised Limit can be found in appendix 3 of this report.

= The Prudential and Treasury indicators are set out in Appendix 3 to this
report and are relevant for the purposes of setting an integrated
treasury.

Treasury Management Strategy

The capital expenditure plans provide details of the service activity of the
Council. The treasury management function ensures that the Council’s
cash is organised in accordance with the relevant professional codes, so
that sufficient cash is available to meet this service activity. This will
involve both the organisation of the cash flow and, where capital plans
require, the organisation of appropriate borrowing facilities. The strategy



covers the relevant treasury / prudential indicators, the current and
projected debt positions and the annual investment strategy.

4.4 Borrowing Requirement

4.4.1 No borrowing (with the possible exception of HRA or any new prudential
schemes) is envisaged for the foreseeable future because of the relative
position of investment returns and rates for new borrowing. With regard to
any new borrowing, an assessment of the business and treasury position
will be undertaken prior to deciding whether any borrowing will be carried
out from internal or external sources. This is the policy that has been
followed for a number of years now and as a consequence the Council is
deemed to be significantly ‘under-borrowed’ (paragraph 4.7.2 refers). It is
possible that this policy may need to be adapted to accommodate cash
flow requirements i.e. if there is a consistent need to borrow to cover
potential overdrafts then the internally funded capital investment will need
to be substituted by external resource.

4.5 Prospects for interest rates
4.5.1.1 The Council has appointed Capita Asset Services as it treasury advisor

and part of their service is to assist the Council to formulate a view on
interest rates. The following table gives our central view:

Annual Bank Rate PWLB Borrowing Rates %
Average % (including certainty rate adjustment)
%

5 year 25 year 50 year
Dec 2014 0.50 2.50 3.90 3.90
Mar 2015 0.50 2.70 4.00 4.00
Jun 2015 0.75 2.70 4.10 4.10
Sep 2015 0.75 2.80 4.30 4.30
Dec 2015 1.00 2.90 4.40 4.40
Mar 2016 1.00 3.00 4.50 4.50
Jun 2016 1.25 3.10 4.60 4.60
Sep 2016 1.25 3.20 4.70 4.70
Dec 2016 1.50 3.30 4.70 4.70
Mar 2017 1.50 3.40 4.80 4.80
Jun 2017 1.75 3.50 4.80 4.80
Sep 2017 2.00 3.50 4.90 4.90
Dec 2017 2.25 3.50 4.90 4.90
Mar 2018 2.50 3.50 5.00 5.00

4.5.1.2 Until 2013, the economic recovery in the UK since 2008 had been the
worst and slowest recovery in recent history. However, growth has
rebounded during 2013 and especially during 2014, to surpass all
expectations, propelled by recovery in consumer spending and the
housing market. Forward surveys are also currently very positive in
indicating that growth prospects are strong for 2015, particularly in the
services and construction sectors. However, growth in the manufacturing
sector and in exports has weakened during 2014 due to poor growth in the
Eurozone. There does need to be a significant rebalancing of the economy



45.1.3

away from consumer spending to manufacturing, business investment and
exporting in order for this initial stage in the recovery to become more
firmly established. One drag on the economy is that wage inflation has
been lower than CPI inflation so eroding disposable income and living
standards, although income tax cuts have ameliorated this to some extent.
This therefore means that labour productivity must improve significantly for
this situation to be corrected by warranting increases in pay rates. In
addition, the encouraging rate at which unemployment has been falling
must eventually feed through into pressure for wage increases, though
current views on the amount of hidden slack in the labour market probably
means that this is unlikely to happen in the near future.The US, the main
world economy, faces similar debt problems to the UK, but thanks to
reasonable growth, cuts in government expenditure and tax rises, the
annual government deficit has been halved from its peak without
appearing to do too much damage to growth.

The current economic outlook and structure of market interest rates and
government debt yields have several key treasury management
implications:

e As for the Eurozone, concerns in respect of a major crisis subsided
considerably in 2013. However, the downturn in growth and inflation during
the second half of 2014, and worries over the Ukraine situation, Middle
East and Ebola, have led to a resurgence of those concerns as risks
increase that it could be heading into deflation and a triple dip recession
since 2008. Sovereign debt difficulties have not gone away and major
concerns could return in respect of individual countries that do not
dynamically address fundamental issues of low growth, international
uncompetitiveness and the need for overdue reforms of the economy (as
Ireland has done). ltis, therefore, possible over the next few years that
levels of government debt to GDP ratios could continue to rise to levels that
could result in a loss of investor confidence in the financial viability of such
countries. Counterparty risks therefore remain elevated. This continues to
suggest the use of higher quality counterparties for shorter time periods;

¢ Investment returns are likely to remain relatively low during 2015/16 and
beyond;

e Borrowing interest rates have been volatile during 2014 as alternating bouts
of good and bad news have promoted optimism, and then pessimism, in
financial markets. During July to October 2014, a building accumulation of
negative news has led to an overall trend of falling rates. The policy of
avoiding new borrowing by running down spare cash balances has served
well over the last few years. However, this needs to be carefully reviewed
to avoid incurring higher borrowing costs in later times, when authorities will
not be able to avoid new borrowing to finance new capital expenditure
and/or to refinance maturing debt;

e There will remain a cost of carry to any new borrowing which causes an
increase in investments as this will incur a revenue loss between borrowing
costs and investment returns.



4.6
4.6.1

4.6.2

4.6.3

4.7

4.7.1

4.7.2

Borrowing Strategy

The Council is currently maintaining an under-borrowed position. This
means that the capital borrowing need (the Capital Financing
Requirement), has not been fully funded with loan debt as cash
supporting the Council’s reserves, balances and cash flow has been used
as a temporary measure. This strategy is prudent as investment returns
are low and counterparty risk is relatively high.

Against this background and the risks within the economic forecast,
caution will be adopted with the 2015/16 treasury operations. The Chief
Finance Officer will monitor interest rates in financial markets and adopt a
pragmatic approach to changing circumstances:

« if it was felt that there was a significant risk of a sharp FALL in long and
short term rates (e.g. due to a marked increase of risks around relapse
into recession or of risks of deflation), then long term borrowings will be
postponed, and potential rescheduling from fixed rate funding into short
term borrowing will be considered.

« if it was felt that there was a significant risk of a much sharper RISE in
long and short term rates than that currently forecast, perhaps arising
from a greater than expected increase in the anticipated rate to US
tapering of asset purchases, or in world economic activity or a sudden
increase in inflation risks, then the portfolio position will be re-appraised
with the likely action that fixed rate funding will be drawn whilst interest
rates are still lower than they will be in the next few years.

Any decisions will be reported to the appropriate decision making body at
the next available opportunity.

Current portfolio position

The Council’s anticipated treasury portfolio position at 31 March 2015, with
forward projections are summarised below. The table shows the external
debt (the treasury management operations), against the underlying capital
borrowing need (the Capital Financing Requirement - CFR), highlighting
any over or under borrowing.

The table overleaf shows that the Council’'s external debt is lower than the
capital financing requirement, meaning that the Authority could borrow
additional funds and still comply with the Prudential Code. However, in
addition to the external debt, Medway is also responsible for meeting the
costs of a proportion of Kent Count Council’s (KCC) debt relating to assets
transferred to Medway on local government reorganisation. Medway and
KCC are currently exploring the possibility of transferring debt to Medway,
affording greater financial control to Medway. If transferred the amount
(E41.7m at 31 March 2014) would be added to external debt and reduce
the amount by which the Council was under-borrowed.



Current Portfolio Position

2014/15 2015/16 2016/17 2017/18

Anticipated | Anticipated | Anticipated | Anticipated
Year End Resources £000 £000 £000 £000
External Debt (start of year) 164,103 164,103 168,103 168,103
Expected Change in Debt 0 4,000 0 0
External Debt (end of year) 164,103 168,103 168,103 168,103
Other long-term liabilities
(OLTL) 1,976 1,562 1,148 734
Expected Change in OLTL -414 -414 -414 -414
OLTL (end of Year) 1,562 1,148 734 320
Total Gross Debt (end of year) 165,665 169,251 168,837 168,423
Capital Financing
Requirement 245,265 242,014 242,049 239,560
Under/(over)borrowing 79,600 72,763 73,212 71,137

Within the prudential indicators there are a number of key indicators to

ensure that the Council operates its activities within well-defined limits.
One of these is that the Council needs to ensure that its gross debt does
not, except in the short term, exceed the total of the CFR in the preceding

year plus the estimates of any additional CFR for 2015/2016 and the

following two financial years. This allows some flexibility for limited early
borrowing for future years, but ensures that borrowing is not undertaken

The Chief Finance Officer reports that the Council complied with this

prudential indicator in the current year and does not envisage difficulties
for the future. This view takes into account current commitments, existing

The Council will not borrow more than or in advance of its needs purely in
order to profit from the investment of the extra sums borrowed. Any

decision to borrow in advance will be within forward approved Capital
Financing Requirement estimates, and will be considered carefully to
ensure that value for money can be demonstrated and that the Council

Risks associated with any borrowing in advance activity will be subject to

prior appraisal and subsequent reporting through the mid-year or annual

4.7.3

for revenue purposes.
4.7.4

plans, and the proposals in this budget report.
4.8 Policy on borrowing in advance of need
4.8.1

can ensure the security of such funds.
4.8.2

reporting mechanism.
4.9 Debt rescheduling
49.1

As short term borrowing rates will be considerably cheaper than longer

term fixed interest rates, there may be potential opportunities to generate
savings by switching from long term debt to short term debt. However,
these savings will need to be considered in the light of the current treasury
position and the size of the cost of debt repayment (premiums incurred).




4.9.2

4.9.3

49.4

4.10
4.10.1
4.10.1.1

4.10.1.2

4.10.1.3

4.10.1.4

4.10.1.5

The reasons for any rescheduling to take place will include:
« the generation of cash savings and / or discounted cash flow savings;
« helping to fulfil the treasury strategy;

« enhance the balance of the portfolio (amend the maturity profile and/or
the balance of volatility).

Consideration will also be given to identify if there is any residual potential
for making savings by running down investment balances to repay debt
prematurely as short term rates on investments are likely to be lower than
rates paid on current debt.

Decisions related to rescheduling will be similarly reported in reviews of
this strategy.

Annual Investment Strategy
Introduction: changes to credit rating methodology

The main rating agencies (Fitch, Moody’s and Standard & Poor’s) have,
through much of the financial crisis, provided some institutions with a ratings
“uplift” due to implied levels of sovereign support. More recently, in response
to the evolving regulatory regime, the agencies have indicated they may
remove these “uplifts”. This process may commence during 2014/15 and / or
2015/16. The actual timing of the changes is still subject to discussion, but
this does mean immediate changes to the credit methodology are required.

It is important to stress that the rating agency changes do not reflect any
changes in the underlying status of the institution or credit environment,
merely the implied level of sovereign support that has been built into ratings
through the financial crisis. The eventual removal of implied sovereign
support will only take place when the regulatory and economic environments
have ensured that financial institutions are much stronger and less prone to
failure in a financial crisis.

Both Fitch and Moody’s provide “standalone” credit ratings for financial
institutions. For Fitch, it is the Viability Rating, while Moody’s has the
Financial Strength Rating. Due to the future removal of sovereign support
from institution assessments, both agencies have suggested going forward
that these will be in line with their respective Long Term ratings. As such,
there is no point monitoring both Long Term and these “standalone” ratings.

Furthermore, Fitch has already begun assessing its Support ratings, with a
clear expectation that these will be lowered to 5, which is defined as “A bank
for which there is a possibility of external support, but it cannot be relied
upon.” With all institutions likely to drop to these levels, there is little to no
differentiation to be had by assessing Support ratings.

As a result of these rating agency changes, the credit element of our future
methodology will focus solely on the Short and Long Term ratings of an
institution. Rating Watch and Outlook information will continue to be
assessed where it relates to these categories. This is the same process for
Standard & Poor’s that we have always taken, but a change to the use of
Fitch and Moody’s ratings. Furthermore, we will continue to utilise CDS prices
as an overlay to ratings in our new methodology.



4.10.2.1
4.10.2.1

4.10.2.2

4.10.2.3

4.10.2.4

4.10.2.5

4.10.2.6

Investment policy

The Council’s investment policy has regard to the CLG’s Guidance on
Local Government Investments (“the Guidance”) and the revised CIPFA
Treasury Management in Public Services Code of Practice and Cross
Sectoral Guidance Notes (“the CIPFA TM Code”). The Council’s
investment priorities will be security first, liquidity second, then return.

In accordance with the above guidance from the CLG and CIPFA, and in
order to minimise the risk to investments, the Council applies minimum
acceptable credit criteria in order to generate a list of highly creditworthy
counterparties which also enables diversification and thus avoidance of
concentration risk.

Continuing regulatory changes in the banking sector are designed to see
greater stability, lower risk and the removal of expectations of
Government financial support should an institution fail. This withdrawal
of implied sovereign support is anticipated to have an effect on ratings
applied to institutions. This will result in the key ratings used to monitor
counterparties being the Short Term and Long Term ratings only.
Viability, Financial Strength and Support Ratings previously applied will
effectively become redundant. This change does not reflect deterioration
in the credit environment but rather a change of method in response to
regulatory changes.

As with previous practice, ratings will not be the sole determinant of the
guality of an institution and that it is important to continually assess and
monitor the financial sector on both a micro and macro basis and in
relation to the economic and political environments in which institutions
operate. The assessment will also take account of information that
reflects the opinion of the markets. To this end the Council will engage
with its advisors to maintain a monitor on market pricing such as “credit
default swaps” and overlay that information on top of the credit ratings.

Other information sources used will include the financial press, share
price and other such information pertaining to the banking sector in order
to establish the most robust scrutiny process on the suitability of potential
investment counterparties.

Investment instruments identified for use in the financial year are listed in
Appendix 5 under the ‘specified’ and ‘non-specified’ investments
categories. Counterparty limits will be as set through the Council’s
treasury management practices which were agreed by the Cabinet on 10
February 2015.

4.11  Creditworthiness policy

4.11.1 This Council applies the creditworthiness service provided by Capita Asset
Services. This service employs a sophisticated modelling approach
utilising credit ratings from the three main credit rating agencies - Fitch,
Moody’s and Standard and Poor’s. The credit ratings of counterparties
are supplemented with the following overlays:

credit watches and credit outlooks from credit rating agencies;
CDS spreads to give early warning of likely changes in credit ratings;



4.11.2

4.11.3

4.11.4

4.11.5

4.11.6

. sovereign ratings to select counterparties from only the most
creditworthy countries.

This modelling approach combines credit ratings, credit watches and
credit outlooks in a weighted scoring system which is then combined with
an overlay of CDS spreads for which the end product is a series of colour
coded bands which indicate the relative creditworthiness of counterparties.
These colour codes are used by the Council to determine the suggested
duration for investments. The Council will therefore use counterparties
within the following durational bands

. Yellow 5years *

. Dark pink 5 years for Enhanced money market funds (EMMFs) with
a credit score of 1.25

. Light pink 5 years for Enhanced money market funds (EMMFs) with
a credit score of 1.5

. Purple 2 years

. Blue 1 year (only applies to nationalised or semi nationalised
UK Banks)

. Orange 1 year

+ Red 6 months

. Green 100 days

. No colour not to be used

The Capita Asset Services creditworthiness service uses a wider array of
information than just primary ratings and by using a risk weighted scoring
system, does not give undue preponderance to just one agency’s ratings.

Typically the minimum credit ratings criteria the Council use will be a Short
Term rating (Fitch or equivalents) of F1 and a Long Term rating of A-.
There may be occasions when the counterparty ratings from one rating
agency are marginally lower than these ratings but may still be used. In
these instances consideration will be given to the whole range of ratings
available, or other topical market information, to support their use.

All credit ratings will be monitored primarily via Capita Asset Services’
updates by officers on a continuous basis. The Council is alerted to
changes to ratings of all three agencies through its use of our
creditworthiness service.

« if a downgrade results in the counterparty / investment scheme no
longer meeting the Council’s minimum criteria, its further use as a new
investment will be withdrawn immediately.

« in addition to the use of credit ratings the Council will be advised of
information in movements in credit default swap spreads against the
iTraxx benchmark and other market data on a weekly basis. Extreme
market movements may result in downgrade of an institution or removal
from the Council’s lending list.

Sole reliance will not be placed on the use of this external service. In
addition this Council will also use market data and market information,
information on sovereign support for banks and the credit ratings of that
supporting government.



4.12

4.12.1

4.12.2

4.13

4.13.1

4.13.2

4.14
4.14.1

4.14.2

4.14.3

4.14.4

Counterparty Limits

The current counterparty limits are a £20 million limit per counterparty and
£25 million for counterparties with a duration rating of 12 months or above

No amendments are requested to these counterparty limits.

Country limits

The Council has determined that it will only use approved counterparties
from countries with a minimum sovereign credit rating of AA- from Fitch (or
equivalent), with the exception of United Kingdom, where there will be no
restriction on the sovereign credit rating. The list of countries that qualify
using this credit criteria as at the date of this report are shown in Appendix
6. This list will be added to, or deducted from, by officers should ratings
change in accordance with this policy.

The Country limit is reinforced by the application of a financial limit to
investment such that a maximum of £40 million may be invested in any
one country save the United Kingdom where no limit is imposed.

Investment strategy

In-house funds. Investments will be made with reference to the core
balance and cash flow requirements and the outlook for short-term interest
rates (i.e. rates for investments up to 12 months).

Investment returns expectations. Bank Rate is forecast to remain
unchanged at 0.5% before starting to rise from quarter 2 of 2015. Bank
Rate forecasts for financial year ends (March) are:

« 2015/16 1.00%
o 2016/17 1.50%
« 2017/18 2.50%

There are downside risks to these forecasts (i.e. start of increases in Bank
Rate occurs later) if economic growth weakens. However, should the
pace of growth quicken, there could be an upside risk.

The suggested budgeted investment earnings rates for returns on
investments placed for periods up to 100 days during each financial year
for the next eight years are as follows:

2015/16 0.90%
2016/17 1.50%
2017/18 2.00%
2018/19 2.50%
2019/20 3.00%
2020/21 3.00%
2021/22 3.25%
2022/23 3.25%
Later years 3.50%



4.15

4.15.1

4.16

4.16.1

5.1

6.1

7.1

7.2

7.3

7.4

End of year investment report

At the end of the financial year, the Council will report on its investment
activity as part of its Annual Treasury Report to the Audit Committee.

Minimum Revenue Provision (MRP)

The Minimum Revenue Provision is explained and the Policy Statement
for 2014/2015 is set out at Appendix 2. The MRP calculation continues to
be reviewed by officers, in order to apply the most financially
advantageous and yet prudent approach to MRP. The introduction of the
HRA Self-financing regime leaves it open for authorities to determine an
MRP for the HRA but there is no necessity for making such a provision.

Risk Management

As stated within the Treasury Strategy, a key driver for the review of the
CIPFA code has been the exposure to risk evidenced by the Icelandic
investments and more generally by the financial crisis. Risk and the
management thereof is a feature throughout the strategy.

Diversity Impact Assessment

The Treasury Management Strategy does not directly impact on members
of the public as it deals with the management of the local authority’s
investments and cash flows, its banking, money market and capital market
transactions; the effective control of the risks associated with those
activities; and the pursuit of optimum performance consistent with those
risks. Decisions are based upon the principles highlighted within the
Strategy and have no impact on any one particular group (Appendix 9).

Audit Committee
The Audit Committee considered this report on 15 January 2015.

Noting that the Council’s priority was to ensure security of capital and
liquidity and to obtain an appropriate level of return which was consistent
with the Council’s risk appetite, a Member asked whether other councils
were taking more risks in the light of the low yields involved. In response,
Members were advised that most councils had not adopted a riskier
approach. There were a very small number of local authorities who
invested in equities but this was definitely not an approach the Council
would take given the risks this presented to the council’s day to day cash
flow.

In response to a question, the Committee were advised that taking control
of the funds previously managed by Investec had not caused any day-to-
day workload issues for officers. The funds previously managed by
Investec have been lent to other local authorities on a long term basis.

Officers advised, in response to a question, that there were no risks to the
Council in lending to other local authorities as, in the event of another



7.5

8.1

8.1.1

8.1.2

8.1.3

8.1.4

9.1

9.2

10.

10.1

10.2

10.3

local authority getting into serious financial difficulties, ultimately all
councils were underwritten by central government.

The Committee agreed to note the report.
Cabinet

The Cabinet considered this report on 10 February 2015 and made the
following decisions:

The Cabinet noted the comments of the Audit Committee.

The Cabinet noted and recommended to Council the mid-year review of
the Treasury Management Strategy 2014/15, as set out in section 3 of the
report.

The Cabinet recommended to Council the Treasury Management
Strategy and associated policies and strategy statements as set out in
section 4 and Appendices 1-6 to the report.

The Cabinet approved the amendments to the Treasury Management
Practices as set out in Appendix 10 to the report.

Financial and Legal Implications

The finance and legal positions are set out throughout the main body of
the report.

The statutory duty on local authorities to determine and keep under
review how much money they can afford to borrow is set out in section 3
of the Local Government Act 2003. The Local Authorities (Capital Finance
and Accounting) (England) Regulations 2003 require local authorities to
have regard to the code of practice entitled the “Prudential Code for
Capital Finance in Local Authorities” published by CIPFA when
determining their affordable borrowing limit.

Recommendations

Council is asked to note the comments of the Audit Committee and the
Cabinet.

Council is asked to note the mid-year review of the Treasury
Management Strategy 2014/15, as set out in section 3 of the report.

Council is asked to approve the Treasury Management Strategy and
associated policies and strategy statements as set out in section 4 and
Appendices 1-6 to the report.
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The treasury management role of the section 151 officer
Scrutiny of Treasury Management

Diversity Impact Assessment

©CoNoOoO~wWNE

Please note that Appendices 1-9 have been included within Supplementary
Agenda No.1.

Lead officer contact

Jonathan Lloyd, Principal Technical Accountant
Telephone No: 01634 332787 Email: jonathan.lloyd@medway.gov.uk

Background papers

Cabinet Treasury Management Strategy 2014/2015 20 February 2014
http://democracy.medway.gov.uk/ieListDocuments.aspx?Cld=122&MId=2778&Ver
=4

Cabinet Treasury Management Strategy

Mid-Year Review Report 2013/14 17 December 2013
http://democracy.medway.gov.uk/ieListDocuments.aspx?Cld=115&MId=2887&Ver
=4






