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ITEM CA5

Supplement

CABINET – 21 OCTOBER 2008

FINANCIAL MONITORING - ADDENDA

Report by the Assistant Chief Executive (Transformation &

Chief Finance Officer)
In relation to Strategic Measures (paragraphs 33 to 39 in the report), the following additional amendments to the existing credit matrix are proposed to be taken to Council:

· Replace the recommendation in the main report to increase the lending limit for the Government Debt Management Office (Debt Management Account Deposit Facility) from £60m plus £5m overnight to 100% of the Investment portfolio, to allow the security of temporary cash balances if required.

· Amend the table of specified and non-specified investments (shown below) to allow the external fund managers to use the Government’s Debt Management Account Deposit Facility.

· Increase the level funds placed externally with Investec by £20m. These funds will be held in a sub-fund which invests UK Sovereign Issues, Government Gilts and European Supranational (traded in Sterling).  

The following recommendation supercedes recommendation c in the main report. 

Cabinet is RECOMMENDED to recommend Council to approve 

(a) the addition to the approved credit matrix of any nationalised bank which has a government guarantee for wholesale deposits, with maturities up to the period of the guarantee, up to a limit of £15m;
(b) the increase to the lending limit for the Debt Management Account Deposit Facility to 100% of the investment portfolio;

(c) increase the level of funds placed externally with Investec by £20m.  These additional funds will be held in a sub-fund which invests in UK Sovereign Issues, Government Gilts and European Supranationals (traded in Sterling);

(d) the revised tables of specified and non-specified investments 

(e) any further changes required to the credit matrix be delegated to the Chief Finance Officer in consultation with the Cabinet Member for Finance and leaders of the Opposition and other groups.

Specified Investments

All such investments will be sterling denominated, with maturities up to a maximum of 1 year, meeting the ‘high’ credit rating criteria where applicable.

	Investment Instrument
	Minimum Credit Criteria
	Use

	Debt Management Account Deposit Facility
	N/A
	In-house

In-house and Fund Managers

	Term Deposits – UK Government
	N/A
	In-house

	Term Deposits – other Local Authorities
	N/A
	In-house

	Term Deposits – Banks and Building Societies
	Fitch short-term F1, Long-term A,

Individual rating C, with support rating 2 or individual rating B, with support rating 3
	In-house and Fund Managers

	Term Deposits with Nationalised Banks with Government Guarantee for wholesale deposits
	N/A
	In-house

	Structured Products (eg. Callable deposits, range accruals, snowballs, escalators etc)
	Fitch short-term F1, Long-term A,

Individual rating C, with support rating 2 or individual rating B, with support rating 3
	In-house and Fund Managers

	Certificates of Deposit issued by Banks and Building Societies
	A1 or P1
	In-house on a buy and hold basis.  Fund Managers

	Money Market Funds
	AAA
	In-house and Fund Managers

	Short-term Funds
	AAA
	In-house and Fund Managers

	Bond Funds
	AAA
	In-house and Fund Managers

	UK Government Gilts
	AAA
	In-house on a buy and hold basis.  Fund Managers

	Treasury Bills
	N/A
	Fund Managers


Non-Specified Investments

A maximum of 50% of the portfolio will be held in non-specified investments.

	Investment Instrument
	Minimum Credit Criteria
	Use
	Max % of total Investments
	Max Maturity Period

	Debt Management Account Deposit Facility (maturities in excess of 1 year)
	N/A
	In-house

In-house and Fund Managers
	50%
	3 years

	Term Deposits – UK Government (maturities in excess of 1 year)
	N/A
	In-house
	50%
	3 years

	Term Deposits – other Local Authorities (maturities in excess of 1 year)
	N/A
	In-house
	50%
	3 years

	Term Deposits – Banks and Building Societies

(maturities in excess of 1 year)
	Fitch short-term F1+, Long-term AA-,

Individual rating B, with support rating 2 
	In-house and Fund Managers
	50% in-house;

100% External Funds
	3 years

	Term Deposits with Nationalised Banks with Government Guarantee for wholesale deposits
	N/A
	In-house 
	50% in-house
	Limited to earliest of 3 years or expiry date of Government Guarantee

	Structured Products (eg. Callable deposits, range accruals, snowballs, escalators etc)
	Fitch short-term F1+, Long-term AA-,

Individual rating B, with support rating 2 
	In-house and Fund Managers
	50% in-house;

100% External Funds
	3 years

	Certificates of Deposit issued by Banks and Building Societies
	A1 or P1
	In-house on a buy and hold basis.  Fund Managers
	50% in-house;

100% External Funds
	3 years in-house,

10 years fund managers

	UK Government Gilts with maturities in excess of 1 year
	AAA
	In-house on a buy and hold basis.  Fund Managers
	50% in-house; 100% External Funds
	3 years in-house, 10 years fund managers

	Bonds issued by Multilateral development banks
	AAA
	In-house on a buy and hold basis.  Fund Managers
	50% in-house;

100% External Fund
	3 years in-house, 10 years fund managers

	Bonds issued by a financial institution which is guaranteed by the UK Government
	AAA
	In-house on a buy and hold basis.  Fund Managers
	50% in-house; 100% External Fund
	3 years in-house, 10 years fund managers

	Supranationals
	N/A
	Fund Managers
	100% of External Fund
	30 years

	Bond Funds
	AAA
	In-house and Fund Managers
	50% In-house; 100% External Funds
	30 years

	Soverign Bond Issues
	AAA
	In-house on a buy and hold basis. Fund Managers
	50% in-house; 

100% External Funds 
	30 years
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