

Appendix

1.
ANNUAL TREASURY MANAGEMENT REPORT 2006/07
1.1
The Authority adopted the CIPFA Code of Practice for Treasury Management in the Public Sector in December 2002 and operates its treasury management service in compliance with this code.  This annual report covers the last year of treasury management operations.
1.2
The table below summarises the expenditure and income for capital financing and complies with the reporting requirements in CIPFA’s Code of Practice for Treasury Management.

	
	Budget

£000
	Actual

£000
	Variance

£000

	Interest Payments
	155
	140
	-15

	Interest Receipts
	-72
	-234
	-161

	Long Term Loan
	0
	0
	0

	Long Term Finance Lease
	190
	184
	-6

	Repayments
	0
	0
	0

	
	273
	112
	-136


1.4
Owing to the Authority’s surplus cash balances the Authority has not had a need to enter into any additional borrowing.  The interest payments are the result of temporary debts e.g. bank overdraft and short-term borrowing.

1.5 
The change in the Authority’s loan debt over the year was as follows:

	
	1st April 2006
£000
	Loans Raised

£000
	Loans Repaid

£000
	31st March 2007
£000 

	Long-term debt
	3,173
	0
	-184
	2,989

	Temporary debt
	0
	0
	0
	0

	
	2,261
	0
	-788
	3,173

	Less Investment
	-2,716
	
	
	-3,935

	Net Investments
	455
	
	
	762


Although no new debt was raised in 2006/07, the loan of £1.7 million was replaced with longer term debt, allowing a bonus to be taken on the repaid debt.
1.6
Long-term debt consists of loan for periods exceeding one year at a fixed rate of interest.  The average interest paid on the long-term debt was 4.36% over the year. 

1.7
Interest receipts are earned on temporary cash surpluses investment in deposit accounts in accordance with the Treasury Management Policy.

1.8
Each year the Authority must determine a series of prudential indicators that identify maximum limits for its borrowing and the proportion of interest payable which is at a variable rate.  The outcome for 2006/07 was as follows: 
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Budget

2006/07 

Actual

£m

£m

Capital Financing Requirement

6.002

2.989

Operational Boundary

5.943

2.989

Authorised Limit

8.765

2.989

Headroom

Upper limit for fixed interest rate exposure

Net principal fixed rate borrowing / investments

100%

100%

Upper limit for variable interest rate exposure

100%

0%

Net principal variable rate borrowing / investments

Upper limit for total principal sums invested for over 364 days

0%

0%

Maturity structure of new fixed rate borrowing during 2006/07:

Upper 

Limit

Lower 

Limit

Actual

under 12 months

100%

0%

6.1

12 months and with 24 months

100%

0%

6.1

24 months and within 5 years

100%

0%

18.4

5 years and within 10 years

100%

0%

12.5

10 years and above

100%

0%

56.9


1.9
The Authority sought advice from Sector Treasury Consultants prior to entering into the loan agreement and it was recommended, that owing to low interest rates and market forecasts, that a long-term fixed rate loan would be most beneficial to the Authority.
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