Haringey Counct

Agenda item:

Cabinet On 8 September 2009

Report Title: Treasury Management Review Update

Report of: Chief Executive

Signed : QZ@ D)M&

Contact Officer : Dr Ita O'Donovan, 020 8489 2648

Wards(s) affected: All Report for: Non-key decision

1. Purpose of the report

1.1. The Chief Executive commissioned a review of treasury management
arrangements, which was reported to Cabinet in February 2009. It was agreed
that an update be provided to Members in six months and this report highlights
the progress made on the recommendations arising from that review.

2. Introduction by Cabinet Member for Resources / Leader
2.1. | note the actions taken in relation to Treasury Management.

3. State link(s) with Council Plan Priorities and actions and /or other Strategies:

3.1. This links to the Treasury Management Strategy approved at Council in February
2009 as part of the business and financial planning process.




. Recommendation

4.1To note the progress against the action plan arising from the recommendations of
the previous review.

. Reason for recommendation

5.1. Members agreed at Cabinet in February 2009 that the Chief Executive would
report back on progress from the recommended actions arising from the review in
six months.

. Summary

6.1 The report highlights the progress made on the recommended actions arising from
the review reported to Cabinet in February 2009. These actions have all been
implemented. Additionally the recommendations from the national review carried
out by the Audit Commission have also been included in the action plan.

Chief Financial Officer Comments

7.1.The report updates Members on the progress made in implementing the actions
arising from the review. Some recommendations were implemented in October
2008 following the events in the banking sector at that time and these have been
incorporated in to the formal Treasury Management Strategy approved at Council
~ in February 2009. The revised strategy and improved operational arrangements
provide a robust basis for managing investments going forward.

8. Head of Legal Services Comments

8.1. The Head of Legal Services has been consulted on the content of this report and
comments that the recommendations are within the policy agreed by Council and
consistent with the purposes of Financial Regulations and proper conduct of the
Council's treasury management functions.

9. Equalities & Community Cohesion Comments

9.1. There are no issues to report in respect of equalities and community cohesion.




10. Consultation

10.1. Although no formal consultation has taken place a number of expert views
have been expressed on the issues of treasury management and the events of
the last year and these have been considered as part of the way forward.

11. Service Financial Comments

11.1. There are no direct financial implications arising from the recommendations in
this report.

12. Use of appendices /Tables and photographs
12.1. Appendix 1 — update of action plan from PWC review and recommendations

13.Local Government (Access to Information) Act 1985

13.1. Paragraphs 14.8 and 14.9 of this report are exempt as they contain
information that falls within the categories 3 and 4, that is information relating to
the financial and business affairs of other persons including the Council (3) and
information relating to any contemplated consultations or negotiations in
connection with a labour relations matter (4).

13.2. Background papers:
e  Report of the Chief Executive to the Cabinet on 24 February 2009 —
Treasury Management Review including exempt report and extracts
e  Report of the Chief Financial Officer to the General Purposes
Committee on 7 July 2009 — Treasury Management — 1% quarter
performance 2009/10

14.Background and update

14.1. Pricewaterhouse Coopers LLP were appointed to conduct an independent
review of the Council’s treasury management functions in respect of
investments and particularly in relation to the investment of funds in Icelandic
banks.

14.2. The terms of reference of the review included:

e  assessing the treasury management policies, procedures and investment
strategy comparing these to best practice;

o reviewing the particular circumstances around the deposits made in
Icelandic banks;




14.3.

14.4.

14.5.

14.6.

14.7.

. reviewing the advice from the Council’s external treasury management
advisors;

e  assessing the role of external brokers in dealing with the Council’s
investments, and;

. reviewing the procedures in place to consider and assess the potential
consequences and risks associated with investment decisions.

On 24 February 2009, Cabinet agreed to accept all of the recommendations
from PWC and that a report on progress would be prepared to update Members
in six months time. The recommendations arising from the report are attached
at appendix 1a together with the progress and action taken. All
recommendations have been implemented.

Subsequently, in March 2009, the Audit Commission also carried out a review
looking at the 127 English local authorities with deposits of nearly £1bn in
Icelandic banks. The Audit commission themselves had £10m of deposits in
two Icelandic banks. A number of recommendations were made for Central
Government, the Chartered Institute of Public Finance and Accountancy
(CIPFA) and for Local Authorities themselves. The recommendations for local
authorities closely aligns to the work PWC did at Haringey and all of these
actions are being reported separately to the General Purposes Committee. The
attached appendix 1b sets out these recommendations.

The full set of recommendations was reported to the Audit Committee and
these are being followed up as part of the normal quarterly monitoring process.

The Council's external auditors, Grant Thornton, reviewed the treasury
management arrangements as part of the Use of Resources assessment after
October 2008 in accordance with instructions from the Audit Commission.
Although no specific recommendations were made as a result of this review it is
highlighted as a key action area in the Council's Annual Audit and Inspection
letter and says:

e In light of the Icelandic banking crisis, the Council needs to ensure its
Treasury Management strategy continues to form a robust member led
process for protecting the Council’s financial assets

This issue has been highlighted in the Council’'s Annual Governance Statement
(AGS) for 2008/09 as a significant issue for action going forward. The AGS,
signed by the Chief Executive and the Leader, forms part of the Council’'s
Statement of Accounts and was agreed by the General Purposes Committee on
25 June 2009.
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