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MINUTES of

FINANCE AND CORPORATE SERVICES COMMITTEE

14 JUNE 2017
PRESENT
Chairman Councillor D M Sismey
Vice-Chairman Councillor I E Dobson
Councillors Mrs B F Acevedo, J P F Archer, P G L Elliott, A S Fluker,

M S Heard and Miss M R Lewis
143. CHAIRMAN'S NOTICES

144.

145.

146.

The Chairman drew attention to the list of notices published on the back of the agenda.

APOLOGIES FOR ABSENCE

Apologies for absence were received from Councillors B S Beale MBE and M F L
Durham, CC.

MINUTES OF THE LAST MEETING

RESOLVED

(1) that the Minutes of the meeting of the Committee held on 26 April 2017 be
received.

Minute 1246 — Millfields Caravan Park, Burnham-on-Crouch

Councillor A S Fluker advised that the fourth paragraph of this Minute should be
amended to read “...request a personal guarantee from a Director from the Birch
company...”. This was duly agreed.

RESOLVED

(11) that subject to the above amendment, the Minutes of the meeting of the
Committee held on 26 April 2017 be confirmed.

DISCLOSURE OF INTEREST

Councillor D M Sismey disclosed an interest in Agenda Item 12 — Annual Treasury
Outturn Report 2016 / 17 advising that he would leave the meeting for this item of
business as he was an employee of Goldman Sachs.
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147.

148.

149.

150.

151.

PUBLIC PARTICIPATION

No requests had been received.

CHAIRMAN'S GOOD NEWS ANNOUNCEMENTS

There were none.

RESOURCES DIRECTORATE

It was agreed that the Committee would not receive a presentation but copies of the
slides would be circulated.

2016 / 17 REVIEW OF PERFORMANCE

The Committee considered the report of the Chief Executive giving details of
performance against targets set for 2016 / 17 and to ensure that progress was being
achieved towards the corporate goals and objectives detailed in the Corporate Plan 2015
/ 19 adopted by the Council.

The Key corporate activities assessed as being “behind schedule” or “at risk of not
being achieved” along with indicators which had not achieved their end of year target

were set out in Appendix 1 to the report.

RESOLVED that performance against the targets set for 2016 / 17 be noted.

HUMAN RESOURCES STATISTICS - QUARTER FOUR 2016/ 17

The Committee received and noted the report of the Director of Resources presenting
Human Resources statistics for the period 1 January to 31 March 2017.

Statistics and updates relating to the following areas were detailed in the report:

° Labour Turnover;
° Recruitment;
° Job Vacancies;

J Staff Sickness Levels
J Workforce Statistics — attached as Appendix 1 to the report.

Members noted that staff sickness levels had decreased from Quarter Three, although a
slight increase in short term absences was shown. Some concern was raised regarding
the current sickness levels and information was provided by the Group Manager -
People, Performance and Policy in respect of work undertaken to reduce these levels.
An update was provided on the current position of Quarter One to 8 June 2017, with an
overall reduction in total days lost from 2.77 Full Time Equivalent (FTE) to 1.96 FTE
(difference of 154 days). The Group Manager - People, Performance and Policy
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152.

153.

advised that it was anticipated that further long term sickness cases would be shortly
closing.

In response to a request, the Group Manager - People, Performance and Policy agreed to
circulate to all Committee Members the number of current vacancies in the Council.

Some discussion ensued regarding sickness information requested for new employees
and in response the Group Manager - People, Performance and Policy outlined the
policy applied by the Council in respect of new employees and when reference requests
were received for past employees.

It was confirmed that the Leader of the Council attended all staff inductions.

Members were advised that Human Resources would refer staff to Occupational Health
in respect of stress and any identified stress was always investigated. The Group
Manager - People, Performance and Policy outlined a number of tools available to staff
to assist with stress management and highlighted that stress was an overall problem for
organisations across the country.

RESOLVED that the contents of the report be noted.

ANNUAL REPORT ON THE WHISTLEBLOWING POLICY

The Committee considered the report of the Director of Resources reporting on any
complaints made under the Whistleblowing Policy for 2016 / 17.

The Director of Resources advised that no reports had been made under the
Whistleblowing for the year 2016 / 17. It was noted that a review of Whistleblowing
Policy and Procedure would take place during the 2017 / 18 municipal year.

RESOLYVED that the content of the report be noted;

LEVEL ONE BUSINESS PLAN 2017/ 18 - RESOURCES DIRECTORATE

The Committee considered the report of the Chief Executive seeking Members’
approval of the Level One Business Plan 2017 / 18 for the Resources Director (attached
as Appendix 1 to the report).

The report reminded Members of the existing Corporate Plan for the period 2015 — 2019
which set the vision and corporate goals that the Council agreed to focus on over the
four year period along with a suite of high level outcomes associated with each goal.
The Level 1 Business Plan provided the priorities and targets within the Resources
Directorates for the next 12 months.

RESOLVED that the part of the Business Plan for the Resources Directorate for 2017 /
18 be agreed.

Following his earlier declaration Councillor D M Sismey left the meeting at this point.
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154.

155.

IN THE CHAIR : COUNCILLOR I E DOBSON

ANNUAL TREASURY OUTTURN REPORT 2016/ 17

The Committee considered the report of the Director of Resources seeking Members’
approval of the annual report (attached as Appendix A to the report), in accordance with
the code of practice on Treasury Management.

The Director of Resources advised that she would be bringing a report to the next
meeting of this Committee to look at further maximising the Council’s investment
income.

RECOMMENDED that annual Treasury Management Report for 2016 / 17 attached at
APPENDIX 1 to these Minutes be approved.

Councillor Sismey returned to the chamber.

IN THE CHAIR : COUNCILLOR D M SISMEY

FINANCIAL OUTTURN 2016 /17

The Committee received the report of the Director of Resources providing information
on the outturn position for the 2016 / 17 financial year and also movements in relation
to the Council’s General Fund / Earmarked Reserves and Capital Commitments as at 31
March 2017. Appendix 1 to the report gave details of the salary budgets and actual
expenditure at the end of the financial year and Appendix 2 detailed the Earmarked
Reserves and the movements in 2015 / 16.

Concern was raised regarding underspend on capital budgets and it was commented that
budgeting needed improving with Directors having to justify why a particular budget
may not have been spent. In response these and further concerns particularly in relation
to capital projects, the Chairman requested that a report be brought to the next meeting
of this Committee identifying the current status of all capital projects, why they may not
be proceeding as planned and when it was known that the project was not going to
happen so that monies could have been reinvested elsewhere. The Committee requested
that Directors and senior Managers have tighter scrutiny on capital projects in the
future. It was further agreed that the Committee would receive quarterly updates on all
capital projects.

RESOLVED

(1) That the information in relation to the estimated outturn position for the 2016 /
17 financial year be noted, including movement in general / earmarked reserves
and capital commitments.

(i1) That a report be brought to the next meeting of this Committee identifying the
current status of projects, why they may not be proceeding as planned and when
it was known that the project was not going to happen so that monies could have
been reinvested elsewhere.
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157.

(ii1)  That the Finance and Corporate Services Committee receive quarterly updates
on all capital projects.

SUPPLEMENTARY ESTIMATES AND VIREMENTS: 1 APRIL - 19 MAY 2017

The Committee received the report of the Director of Resources, reporting virements
and supplementary estimates agreed under delegated powers and procurement
exemptions granted.

Members were advised that there had been:

. no virements or procurement exemptions for this period.
o one supplementary revenue estimate for sickness cover arrangements.
o two procurement exemptions from the Customers and Communities Directorate

relating to a replacement vehicle and safety surfacing around play equipment at
the Promenade Park.

The Chairman drew Members’ attention to an addendum to this report which had been
circulated, advising that the content of the addendum was confidential.

In response to a question regarding the procurement exemption relating to the Galleon
and why only one supplier was available, the Director of Resources advised she would
provide Members with information regarding this outside of the meeting.

RESOLVED that the following supplementary estimate and procurement exemptions
granted during the period, be noted.

J Supplementary estimate for sickness cover (£10,000);

J Procurement exemption for purchase of a second-hand Land Rover (£33,950 ex.
VAT);

o Procurement exemption for supply and installation of safety surfacing around the

Galleon at Promenade Park (£6,003 ex. VAT).

In light of the addendum contents being confidential the Chairman suggested that the
public and press be excluded whilst Members’ considered this item of business. The
exclusion of the public and press was proposed by Councillor I E Dobson and duly
seconded.

EXCLUSION OF PUBLIC AND PRESS

RESOLVED that under Section 100A (4) of the Local Government Act 1972 the public
be excluded from the meeting for the following items of business on the grounds that
they involve the likely disclosure of exempt information as defined in Paragraphs 1 and
2 of Part 1 of Schedule 12A to the Act, and that this satisfies the public interest test.
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158.

159.

160.

161.

SUPPLEMENTARY ESTIMATES AND VIREMENTS: 1 APRIL - 19 MAY

The Committee considered the addendum which sought Members’ approval of a
Supplementary Revenue Estimate to cover recruitment costs.

It was noted that a table contained within the report detailing recruitment costs was
incorrect and a corrected table was made available on screen to Members at the
meeting. It was noted that the corrections did not change the total figure detailed.

A lengthy debate ensued and detailed information was provided by the Group Manager
- People, Performance and Policy in response to a number of questions.

RESOLYVED that subject to the updated table of costs viewed at the meeting, the one-
off Supplementary Revenue Estimate of £90,800 to cover recruitment costs, be
approved.

RESUMPTION OF BUSINESS IN OPEN SESSION

RESOLVED that the meeting resumes in open session.

STRATEGIC AND FINANCIAL PLANNING PROCESS

The Committee received the report of the Director of Resources seeking agreement to
the annual Strategic and Financial Planning Process (S&FPP) for 2018 / 19 as set out in
Appendix 1 to the report.

It was noted that the Strategic and Financial Planning Process aimed to ensure available
resources were effectively directed towards achievement of the Council’s agreed
corporate goals.

RESOLVED that the Strategic and Financial Planning Process for 2018 / 19, be
approved.

APPOINTMENT OF REPRESENTATIVES ON LIAISON COMMITTEES /
PANELS

The Committee considered the report of the Chief Executive seeking Members’
consideration of appointments to the Committees / Panels as set out in the report for the
ensuing municipal year.

It was noted that the work of the Council Chamber Member Task and Finish Working
Group had finished and this should therefore be removed.

RESOLVED that Members are appointed as representatives to the bodies as detailed
below, for the ensuing municipal year.
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Body 2017 / 18 Representative

Chairman and Vice Chairman of the Finance and

Building Control Task and Corporate Services Committee (no provision for subs)

Finish Working Group (plus representatives from the Planning & Licensing

Commiittee)

Economic Prosperity and
Tourism Working Group Councillors Miss Lewis and P G L Elliott
(Minute 1002 — 15/04/14)

Leisure Contract Task and Councillors A S Fluker and D M Sismey

Finish Working Group

Strengthening Community Councillors Mrs B F Acevedo and A S Fluker

Member Task and Finish

Working Group (plus representatives from the Community Services and
(Minute 710 - 17/12/15) Planning & Licensing Committees)

There being no further items of business the Chairman closed the meeting at 8.45 pm.

D M SISMEY
CHAIRMAN
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Minute Annex

APPENDIX A

Annual Treasury Report 2016-17

1. Background

The Chartered Institute of Public Finance and Accountancy’s Treasury Management Code (CIPFA’s TM
Code) requires that authorities report on the performance of the treasury management function at
least twice a year (mid-year and at year end).

The Council’s Treasury Management Strategy for 2016/17 was approved by the Council on 16 February
17 (Minute No. 991refers).

The Council has invested substantial sums of money and is therefore exposed to financial risks
including the loss of invested funds and the revenue effect of changing interest rates. This report
covers treasury activity and the associated monitoring and control of risk.

2. Economic Background provided by Arlingclose

Economic background: Politically, 2016/17 was an extraordinary twelve month period which defied
expectations when the UK voted to leave the European Union and Donald Trump was elected the 45t
President of the USA. Uncertainty over the outcome of the US presidential election, the UK’s future
relationship with the EU and the slowdown witnessed in the Chinese economy in early 2016 all resulted
in significant market volatility during the year. Article 50 of the Lisbon Treaty, which sets in motion
the 2-year exit period from the EU, was triggered on 29t March 2017.

UK inflation had been subdued in the first half of 2016 as a consequence of weak global price
pressures, past movements in sterling and restrained domestic price growth. However the sharp fall in
the Sterling exchange rate following the referendum had an impact on import prices which, together
with rising energy prices, resulted in Consumer Price Index (CPI) rising from 0.3% year/year in April
2016 to 2.3% year/year in March 2017.

In addition to the political fallout, the referendum’s outcome also prompted a decline in household,
business and investor sentiment. The repercussions on economic growth were judged by the Bank of
England to be sufficiently severe to prompt its Monetary Policy Committee (MPC) to cut the Bank Rate
to 0.25% in August and embark on further gilt and corporate bond purchases as well as provide cheap
funding for banks via the Term Funding Scheme to maintain the supply of credit to the economy.

Despite growth forecasts being downgraded, economic activity was fairly buoyant and Gross Domestic
Product (GDP) grew 0.6%, 0.5% and 0.7% in the second, third and fourth calendar quarters of 2016.
The labour market also proved resilient, with the International Labour Organisation (ILO)
unemployment rate dropping to 4.7% in February, its lowest level in 11 years.

Following a strengthening labour market, in moves that were largely anticipated, the US Federal
Reserve increased rates at its meetings in December 2016 and March 2017, taking the target range for
official interest rates to between 0.75% and 1.00%.

Financial markets: Following the referendum result, gilt yields fell sharply across the maturity
spectrum on the view that Bank Rate would remain extremely low for the foreseeable future. After
September there was a reversal in longer-dated gilt yields which moved higher, largely due to the MPC
revising its earlier forecast that Bank Rate would be dropping to near 0% by the end of 2016. The yield
on the 10-year gilt rose from 0.75% at the end of September to 1.24% at the end of December, almost
back at pre-referendum levels of 1.37% on 23 June. 20- and 50-year gilt yields also rose in Q3 2017 to

Page 117



APPENDIX A

1.76% and 1.70% respectively, however in Q4 yields remained flat at around 1.62% and 1.58%
respectively.

After recovering from an initial sharp drop in Q2, equity markets rallied, although displaying some
volatility at the beginning of November following the US presidential election result. The Financial
Times Stock Exchange (FTSE)-100 and FTSE All Share indices closed at 7342 and 3996 respectively on
31t March, both up 18% over the year. Commercial property values fell around 5% after the
referendum, but had mostly recovered by the end of March.

Money market rates for overnight and one week periods remained low since Bank Rate was cut in
August. 1- and 3-month London International Bid Rate (LIBID) rates averaged 0.36% and 0.47%
respectively during 2016-17. Rates for 6 and 12-months increased between August and November, only
to gradually fall back to August levels in March, they averaged 0.6% and 0.79% respectively during
2016-17.

Credit background: Various indicators of credit risk reacted negatively to the result of the referendum
on the UK’s membership of the European Union. UK bank credit default swaps saw a modest rise but
bank share prices fell sharply, on average by 20%, with UK-focused banks experiencing the largest falls.
Non-UK bank share prices were not immune, although the fall in their share prices was less
pronounced.

Fitch and Standard & Poor’s downgraded the UK’s sovereign rating to AA. Fitch, Standard & Poor’s
(S&P) and Moody’s have a negative outlook on the UK. Moody’s has a negative outlook on those banks
and building societies that it perceives to be exposed to a more challenging operating environment
arising from the ‘leave’ outcome.

None of the banks on the Authority’s lending list failed the stress tests conducted by the European
Banking Authority in July and by the Bank of England in November, the latter being designed with more
challenging stress scenarios, although Royal Bank of Scotland was one of the weaker banks in both
tests. The tests were based on banks’ financials as at 31st December 2015, 11 months out of date for
most. As part of its creditworthiness research and advice, the Authority’s treasury advisor Arlingclose
regularly undertakes analysis of relevant ratios - "total loss absorbing capacity” (TLAC) or "minimum
requirement for eligible liabilities” (MREL) - to determine whether there would be a bail-in of senior
investors, such as local authority unsecured investments, in a stressed scenario.

On the advice of Arlingclose, new investments with Deutsche Bank and Standard Chartered Bank were
suspended in March 2016 due to the banks’ relatively higher credit default swap (CDS) levels and
disappointing 2015 financial results. Standard Chartered was reintroduced to the counterparty list in
March 2017 following its strengthening financial position, but Deutsche Bank was removed altogether
from the list.

Local Context

At 31/03/2017 the Council’s underlying need to borrow for capital purposes as measured by the Capital
Financing Requirement (CFR) was zero.

At 31/03/2017, the Council had no borrowing and £11.5m of investments. The Council may however
have to borrow to pre fund future years requirements or unexpected capital expenditure that occurs in

the year providing this does not exceed the authorised limit for borrowing of £10m.

The Council is currently debt free and its capital expenditure plans do not currently imply any need to
borrow over the forecast period. Investments are forecast to fall to £7.8m as capital receipts are used
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to finance capital expenditure and reserves are used to finance the revenue budget over the next
three years.

Investment Activity in 2016 / 17

Balance on Investments Maturities/ Balance on
Investments 01/04/2015 Made Investments | 31/03/2017
£°000 £°000 Sold £°000 £°000
short term fixed 3,000 2,000 3,000 2,000
Investments
Cash Accounts 1,005 1,000 5 2,000
Money Market Funds 0 45,400 42,900 2,500
Certificates of Deposit 4,000 8,000 10,000 2,000
LAMIT Property Fund 3,000 3,000
TOTAL INVESTMENTS 11,005 11,500
Increase/ (Decrease) in
500
Investments £m

** The Short Term fixed Investment outstanding at 31 March 2017 was as follows

Amount .
Borrower £2000 Maturity Date
Lloyds 2,000 10 August 2017

Security of capital has remained the Council’s main investment objective. This has been maintained
by following the Council’s counterparty policy as set out in its Treasury Management Strategy
Statement for 2016/17.

Compliance Report

All treasury management activities undertaken during 2016/17 complied fully with the CIPFA Code of
Practice and the Authority’s approved Treasury Management Strategy.

The council continues to be debt free so compliance with the authorised limit and operational
boundary for external debt is confirmed.

Treasury Management Indicators

The Authority measures and manages its exposures to treasury management risks using the following
indicators.

Interest Rate Exposures: This indicator is set to control the Authority’s exposure to interest rate risk.
The upper limits on fixed and variable rate interest rate exposures, expressed as the proportion of net
interest payable, should borrowing become necessary, would be:
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31.3.17 2016/17 Complied

Actual Limit P
Upper limit on fixed interest rate exposure 0 100% v
Upper limit on variable interest rate exposure 0 100% v

the rate of interest is fixed for at least 12
All other

Fixed rate investments and borrowings are those where
months, measured from the start of the financial year or the transaction date if later.
instruments are classed as variable rate.

Maturity Structure of Borrowing: This indicator is set to control the Authority’s exposure to
refinancing risk. The upper and lower limits on the maturity structure of fixed rate borrowing, should
borrowing become necessary ,would be:

ol | || compe
Under 12 months 0% 100% 0% v
12 months and within 24 months 0% 100% 0% v
24 months and within 5 years 0% 100% 0% v
5 years and within 10 years 0% 100% 0% v
10 years and above 0% 100% 0% v

Time periods start on the first day of each financial year. The maturity date of borrowing is the

earliest date on which the lender can demand repayment.

Principal Sums Invested for Periods Longer than 364 days: The purpose of this indicator is to control
the Authority’s exposure to the risk of incurring losses by seeking early repayment of its investments.
The limits on the long-term principal sum invested to final maturities beyond the period end will be:

2016/17
£1m

2017/18
£1m

2018/19
£1m

Limit on principal invested beyond year end

There were no investments made beyond 364 days in 2016/17

Security: The Council has adopted a voluntary measure of its exposure to credit risk by monitoring the
value-weighted average credit score of its investment portfolio. This is calculated by applying a score
to each investment (AAA=1, AA+=2, etc.) and taking the arithmetic average, weighted by the size of
each investment.

Actual
3.83

Target

Portfolio average credit score 6
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Liquidity: The Council has adopted a voluntary measure of its exposure to liquidity risk by monitoring
the amount of cash available to meet unexpected payments within a rolling three month period,
without additional borrowing.

Target Actual

Total cash available within 3 months £3m £4.5m

Investment Training

The needs of the Council’s treasury management staff for training in investment management are
assessed as part of the staff appraisal process and additionally when the responsibilities of individual
members of staff change.

During 2016/17 staff attended training courses, seminars and conferences provided by Arlingclose.
Training was also provided to Members by Arlingclose at the Council offices in March 2017.
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