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Agenda Item No 16

Annual Investment Strategy

Report by Director of Corporate Services in consultation

with the Treasurer and Financial Adviser

	Summary:
This report appends a draft Investment Strategy for 2007/08, as required by the Prudential Code, for formal endorsement by the full Authority.

Recommendation:
That the Annual Investment Strategy for 2007/08 be approved.


1
Introduction

1.1
The Prudential Code, which was introduced in 2004, requires local authorities, including the Broads Authority, to prepare an Annual Investment Strategy. This strategy must be approved, before the start of each financial year, by the full Council (or at an equivalent level in authorities without a Council).

1.2
The Code dealt with capital investments, and repealed a number of old investment regulations. As a result credit approvals have been abolished, and the Authority now has the freedom to determine its own level of external long-term borrowing.

1.3
However it is necessary to show that loan repayments are prudent and affordable. Whilst this obviously allows for greater freedom to progress income generating projects, members would wish the Authority to be prudent and cautious. The Authority is currently debt free, and it would be inadvisable to enter into long term debt unless it can be assured that there are no other options which are more financially advantageous and that the benefits justify the cost of the ongoing loan repayments.

2
Annual Investment Strategy

2.1
The draft Investment Strategy for 2007/08 is appended, for members’ consideration. This is identical to the Strategy which was adopted for 2006/07.

3
Capital Financing

3.1
It is intended to review the new capital borrowing powers on an annual basis, as part of the budgeting process. It is therefore not necessary to set all the prudential indicators required by the new legislation for the 2007/08 financial year. Any decision to commence a borrowing policy, whilst freeing up resources in the short-term and allowing for infrastructure decisions to be made based on needs rather than borrowing approval availability, requires a medium-term budget plan which ensures that future loan repayments are fully quantified.

3.2
The decision by Defra to own the Authority’s new office accommodation unit has reduced the need to consider this alternative source of funding long term assets.


4
Financial Implications

4.1
Since there are no immediate plans to use borrowing powers, there are no financial implications insofar as the 2007/08 budget is concerned.
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APPENDIX

Broads Authority

Annual Investment Strategy: 2007/08

1.
Investment Principles
1.1
All investments will be in sterling.  The general policy objective for this Authority is the prudent investment of its treasury balances. The Authority’s investment priorities are (a) the security of capital and (b) liquidity of its investments.

1.2
The Authority will aim to achieve the optimum return on its investments commensurate with the proper levels of security and liquidity.

1.3
The Guidance maintains that the borrowing of monies purely to invest or on-lend and make a return is unlawful.  This Authority will not engage in such activity.

2.
Specified and Non-Specified Investments
2.1
Investment instruments identified for use in the 2006/07 financial year are all from the Specified Investment List, as set out below:

· term deposits with UK government or local authorities (section 23 of the Local Government Act 2003);

· term deposits with UK/European banks and building societies which have acceptable credit ratings (to be agreed with Sector – using approved market indexes);

· money market funds with acceptable credit ratings (as above); and

· Debt Management Agency deposit facility (government backed).

2.2
The use of other specified investments will not be considered further at this time.

NOTE:
In practice the Authority places all its surplus funds with Broadland District Council who include the sums within their overall cash portfolio, the majority of which are placed with a specialist fund manager (currently Invesco).  The short-term money market returns which are received are then passed over to the Authority.  This position reflects the lack of staff expertise and resources available to manage investments in-house, and the financial arrangements currently in place with Broadland District Council.

3.
Hedging
3.1
If the Authority enters into any contractual arrangements above £10,000 which involve foreign currency, members’ advice will be sought on the advisability of hedging the exchange risk before entering into the contract.

4.
Liquidity

4.1
Based on its cash flow forecasts, the Authority anticipates that its fund balances in  2007/08 will range between £1,500,000 and £2,500,000.  The exact sum will be highly dependent on the timing of spending against externally funded initiatives (e.g. Sustainable Development Fund).

5.
End of Year Investment Report
5.1
The Authority will prepare a report on its investment activity at the end of the financial year, as part of its final accounts reporting procedures.
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