Ask for Jo Williams
Direct Line: 01258 484042
E-mail: jowilliams@north-dorset.gov.uk

23 March 2006
TO ALL MEMBERS OF THE COUNCIL

Dear Member

COUNCIL MEETING

Your attendance is requested at a meeting of North Dorset District Council to be held on
Friday 31 March 2006 at 10.00am in the Council Chamber, Nordon, Salisbury Road,
Blandford Forum for the transaction of the following business.

Yours sincerely

2 iand

Elizabeth Goodall
Chief Executive

[Lunch will be provided for Councillors|

A GEND A -OPEN TO THE PRESS AND PUBLIC

1. APOLOGIES

2. PUBLIC QUESTION TIME
Fifteen minutes will be set aside to allow members of the public to ask questions
relating to the work of the Council. (If no questioners are present at this point, the
meeting will proceed to the next item.)

3. DECLARATIONS OF INTEREST

Councillors and Officers are reminded of their obligations under the Codes of
Conduct to declare any personal or prejudicial interests.



MINUTES

To confirm the minutes of the meeting of the Council held on 9 March 2006,
(previously circulated), as a correct record.

CHAIRMAN'’S NOTICES AND URGENT BUSINESS
TOWN AND PARISH BOUNDARY REVIEW

To consider a report by the Solicitor to the Council advising Members of the results of
the second consultation process in relation to the whole district and seeking the views
of Full Council on the final recommendations to the Office of the Deputy Prime
Minister (ODPM) on the Town and Parish Boundary Review.

Recommendations:

1. To consider the draft recommendations made on 3" February 2005 in relation
to the District apart from Blandford, to consider any representations during the
subsequent consultation period together with the advice of the Political
Management Panel (PMP) and to determine whether to confirm those
recommendations with or without modifications for submission to the ODPM.

2. To consider the recommendations made on 28" October 2005 in relation to
Blandford and its environs, to consider any representations made during the
subsequent consultation period together with the advice of the PMP and to
determine whether to confirm those recommendations with or without
amendments for submission to the ODPM.

PRIVATE SECTOR HOUSING STRATEGY

To consider a report by the Policy Manager - Housing and Community Safety
advising of revisions and updates to the Private Sector Housing Strategy in the light
of recent legislation.

Recommendation: That Council approves the updated version of the Private Sector
Housing Strategy.

The Private Sector Housing Strategy 2006-08 Document was circulated to
Members with the Cabinet Agenda for 16 March 2006. Please bring that
document with you to the Council Meeting. Additional copies are available
from Democratic Services.

TAXI TARIFF INCREASE

To consider the report of the Licensing Officer detailing the recommendation of the
Licensing and Orders Committee that the taxi tariff be increased.

Recommendation: To approve the Taxi Tariff increase as recommended by the
Licensing and Orders Committee and as detailed in Appendix 1 to the report.



10.

11.

12.

13.

14.

TREASURY MANAGEMENT STRATEGY

To consider the report of the Financial Services Manager seeking Council’'s approval
for the 2006/07 Treasury Management Strategy.

Recommendation: That Members approve the Treasury Management Strategy for
2006/07 and the Treasury limits for 2006/07 as itemised in the Report.

CABINET REPORT

The Leader of the Council to present a report on Cabinet activities during February
and March 2006 (attached). Members may question individual Cabinet members on
the contents of this report.

MOTIONS
GENERAL QUESTION TIME

Members may question any Chairman or Cabinet Member on any matter, providing
the Chairman agrees that it relates to the North Dorset district. Members are
encouraged to submit their questions in writing in advance to Democratic Services.

EXCLUSION OF PRESS AND PUBLIC

The public and press may be excluded from the meeting during consideration of the
next item on the grounds that it involves the disclosure of exempt information as
defined in paragraphs 1, 2 and 3 of Part 1 of Schedule 12A to the Local Government
Act 1972, as amended by the Local Government (Access to Information) (Variation)
Order 2006.

AGENDA - EXEMPT ITEM (PUBLIC AND PRESS EXCLUDED)
Whilst generally encouraging the press and public to attend our meetings, there are
certain items which we consider in private because of their personal, confidential or
contractual nature. The item set out below comes into one of these categories.

15-17 STATION ROAD, GILLINGHAM

To receive the report of the General Manager (Development and Resources) —
Corporate Policy Officer. (Report attached for Members and officers only).

DATE OF NEXT MEETING

Friday 28th April 2006




AGENDA ITEM 6

NORTH DORSET DISTRICT COUNCIL

MEETING GROUP

Date of Meeting:

Council

31st March 2006

REPORT TITLE:

Portfolio Holder:

Report by:

TOWN AND PARISH BOUNDARY REVIEW

None

SOLICITOR TO THE COUNCIL

Purpose of Report:

To advise Members on the results of the second consultation
process in relation to the whole district and to seek a final
recommendation to the Office of the Deputy Prime Minister
(ODPM) on the Town & Parish Boundary Review

Statutory Authority:
Financial Implications:

Consultations required/
undertaken:

Recommendations:

Local Government & Rating Act 1997
Within budgets

Chairman of Political Management Panel, Chief Executive,
Public Consultation

3. To consider the draft recommendations made on 3™
February 2005 in relation to the District apart from
Blandford, to consider any representations during the
subsequent consultation period together with the advice
of the Political Management Panel (PMP) and to
determine whether to confirm those recommendations
with or without modifications for submission to the
ODPM.

4. To consider the recommendations made on 28" October
2005 in relation to Blandford and its environs, to
consider any representations made during the
subsequent consultation period together with the advice
of the PMP and to determine whether to confirm those
recommendations with or without amendments for
submission to the ODPM.




BACKGROUND AND REASON DECISION REQUIRED

1.

Work on the review of Town and Parish boundaries has been on-going since 2004.
Members will recall that the process required the District Council to conduct an initial
consultation, during which views and ideas could be put forward by Town and Parish
Councils or the public. Those representations were then considered, in two parts,
each resulting in a draft recommendation from the District Council. One related to
Blandford and its environs, the other to the rest of the District. These draft
recommendations were then consulted upon. It is the results of these second
consultations which are to be considered by Members together with the advice of the
PMP, with a view to making final recommendations to the Office of the Deputy Prime
Minister. The ODPM will then consider those recommendations and decide whether
or not to make an order giving effect to the changes which the Council has
suggested. In the case of any change affecting a ward boundary, the ODPM will refer
it to the Electoral Commission.

As referred to above, due to the complexity of the proposals that have been
submitted by Blandford Town Council, the process was split into two. When the initial
consultations were reported to Cabinet on 3™ February 2005, it was decided to make
a draft recommendation in respect of all parts of the District save those affected by
the Blandford Town Council proposals. A decision was made to consult in more detalil
on the Blandford proposals which were to be considered at a later date.
Subsequently, the Market Research Group from Bournemouth University conducted a

survey of the residents of Blandford and those affected by the proposals from
surrounding parishes. The results of this consultation were reported to Council on 28"

October 2005 when draft recommendations were made.

By way of reminder, the Report to Cabinet on 3™ February 2005 in relation to the first
draft recommendations is attached at Appendix A. The Report to Council on 28"
October 2005 in relation to the Blandford proposals, including a plan is attached at
Appendix B.

Copies of written responses in relation to the first draft proposals are deposited in the
Members Room for inspection. The consultation responses are summarised at
Appendix C.

Copies of the responses in relation to the second consultation relating to the
Blandford proposals are also deposited in the Members Room for inspection. The
consultation responses are summarised at Appendix D.  Maps showing the draft
proposals, including any suggestions from PMP are available from Democratic
Services and will be provided in the Council Chamber at the meeting.

Members are reminded that the Local Government and Rating Act 1997 together with
Government Guidance thereon sets out general considerations to be taken into
account when deciding recommendations to ODPM. There are also specific criteria
which must be considered. These are that any proposed changes must firstly reflect
the identities and interests of local communities and secondly secure effective and
convenient Local Government. An extract from the Guidance setting out these
considerations is attached at Appendix E.



10.

11.

12.

13.

The details of the draft recommendations upon which the second consultations took
place, together with the advice of PMP thereon are set out at Appendix F.

In considering these matters, Members are not being asked to reconsider the
representations that were made during the first stage of consultation and prior to the
making of draft recommendations. The purpose of this exercise is for Members to
consider the representations that have now been made during the second stage of
consultation in respect of those draft recommendations.

Members are asked to pay particular attention to the draft recommendation relating to
the settlement of Belchalwell where there is a significant inconsistency between the
result of a ballot, as reported by Okeford Fitzpaine Parish Council, and a petition
submitted by a number of Belchalwell residents. PMP has decided to advise Council
to look again at the possibility of effecting the change that was originally proposed,
namely to incorporate Belchalwell within Ibberton Parish Council. The Solicitor to the
Council was asked to produce a suggested boundary line for the proposal, should
Council decide to adopt this proposal. Following consultation with residents and the
affected parishes of Ibberton and Okeford Fitzpaine, the suggested boundary line is
set out within the maps referred to above.

Members are also referred to the proposal to move Bagber from Sturminster Newton
to Lydlinch. This proposal has been strongly supported by individual responses (12),
but is opposed by Sturminster Newton Town Council in a detailed letter. Members are
asked to read this letter. PMP advise that , having considered the detailed letter of
objection from the Town Council, Council should now consider making no change to
the boundary.

There has been strong opposition from Pimperne Parish Council to both the proposal
to incorporate Sunrise Business Park, the allotments and fields and the area including
Nutford and Kites Corner within Blandford. In addition, residents of Nutford have
indicated strong opposition to the proposals affecting them. Having considered these
objections, PMP have advised that the area covering Sunrise Business Park, the
allotments and fields should remain with Pimperne. PMP also advises that the area of
Nutford should remain within Pimperne and that the additional area which was
consulted upon should only go as far as the old railway line. This is shown on the
maps referred to above.

Members must also be aware of the representations from Blandford Town Council.
They ask the Council to reconsider its decision not to adopt the Town Councils
comprehensive proposals. Members are asked to read this letter. PMP, having
considered the further representations from Blandford Town Council, have advised
Council to look again at the proposals relating to the residential parts of Blandford St
Mary, within the by pass, along side the current draft recommendation that there be
no change. Blandford St Mary Parish Council remains opposed to the proposal. The
advice of PMP is shown on the relevant map.

Should Council decide to adopt the advice of PMP in this regard, a decision will have
to be made in respect of the remainder of Blandford St Mary. The remainder of the
parish has only approximately 90 electors. Government guidance suggests that a
review such as this should not be looking to create new parish meetings, but the
remainder is too small to continue as a parish council. The only viable option would
be to group the remainder of the parish with a neighbouring parish council. The
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obvious candidate is Charlton Marshall Parish Council. This is the option that the
residents of Lower Blandford St Mary have indicated as a preference. Council would
need to give a name to such a new grouped parish council. This could be Charlton
Marshall and Blandford St Mary Parish Council. As this was not part of the draft
recommendations upon which the second consultation took place, Charlton Marshall
Parish Council have not had an opportunity to respond to this during the consultation
period. A letter has been written to them following the PMP meeting and any
response they make to this will be reported to Council at the meeting.

CHANGES TO ELECTORAL ARRANGEMENTS

14.

15.

16.

17.

In the resolution of 3" February 2005, Members decided that no changes needed to
be made in respect of the first draft recommendations. Members are referred to
paragraph 18 of the Report to Council on 28" October 2005 relating to the Blandford
area. In that paragraph, Members were asked to consider whether, in the light of any
proposals made to alter town and parish Boundaries, it was felt necessary to amend
electoral arrangements. In light of the changes which Council adopted in its draft
recommendations, Council determined that there was no need to make any
alterations to electoral arrangements. Unless, in light of the subsequent
representations, Members wish to recommend something substantially different from
the current draft recommendations, it is not suggested that this is a matter that needs
to be reconsidered.

Should Council decide to adopt the advice of PMP relating to Blandford St Mary, it will
be necessary to make recommendations in relation to electoral arrangements both for
Blandford Town Council and the new grouped parish incorporating the remainder of
Blandford St Mary.

So far as Blandford is concerned, the Town Council, at the meeting in Durweston
Village Hall last April, indicated that the residential part of the parish which lies within
the by pass has approximately 1000 electors. They proposed that this form a new
ward within the Town to be known as Blandford Town Ward and should elect 2 Town
Councillors. This would be consistent with the arrangements for the town as a whole.

With regard to the new grouped parish, there is no reason to change the
arrangements for the part of the new council comprising Charlton Marshall parish.
This has approximately 660 electors and elects 7 parish councillors. The other part of
the new council, comprising the remainder of Blandford St Mary, has approximately
90 electors and it is suggested should elect 1 parish councillor.

DECISION MAKING PROCESS

18.

The starting point for the decision is the existing draft recommendations. Members
need to consider whether these should be confirmed, having regard to the
representations received during the second periods of consultation and the advice of
PMP. At the meeting of Council, the draft proposals in relation to the entire District will
be presented in tabular format, addressing each separate draft recommendation
which currently exists. It is then suggested that Members should go through each one
in turn in order to determine whether the existing draft recommendation should be
recommended to ODPM, with or without amendments or rejected. The proposals
relating to the land between the Stour Inn and Bryanston Gates should be dealt with
at the same time as the consideration of changes to the boundaries of Blandford.



COSTS

19. The costs of the review can be met from existing budgets.

OPTIONS
20. To recommend to ODPM the draft recommendations.

21. To recommend to ODPM the draft recommendations subject to amendments.

RISK MANAGEMENT

22. There are no financial risks associated with the Boundary Review

RECOMMENDATIONS AND REASONS

23. Members are asked to consider the recommendations set out at the beginning of this
report in order to meet the requirements of the Local Government and Rating Act
1977 in completing this Town and Parish Boundary Review.

Author: Stuart Caundle
Solicitor to the Council
Date: 15™ March 2006

Backaround Paper

Consultation responses in respect of the second period of consultation on the Town and
Parish Boundary review.

Appendices to this report are not available electronically, copies can be obtained from Democratic
Services.



AGENDA ITEM 7

NORTH DORSET DISTRICT COUNCIL

COUNCIL

Date of Meeting:

31st March 2006

REPORT TITLE:
Portfolio Holder:

Report Author:

Private Sector Housing Strategy - Update
Clir Whitehead

Derek Hardy

Purpose of Report:

To consider revisions and updates to the Private Sector
Housing Strategy in the light of recent legislation

Statutory Authority:
Financial Implications:

Consultations required/
undertaken:

Recommendations:

Reason for Decision:

Regulatory Reform Order 2002, Housing Act 2004
Within existing capital programme

Portfolio Holder, Senior Management Team

That Council approves the updated version of the Private
Sector Housing Strategy.

To enable the Council to act in accordance with newly
implemented legislation.

INTRODUCTION

The Council published its Private Sector Housing Strategy in July 2003. This
was followed by a revision in November 2004. The Housing Act 2004 introduced
new legislation affecting private sector housing. The updated strategy (circulated
with the Cabinet Agenda for 16 March 2006) incorporates amendments and
additions to enable the Council to meet its obligations under the new Act.




HOUSING ACT 2004

Provisions of the Housing Act 2004 which will affect this council are set out
below. The implementation date for these provisions is 6 April 2006.

Part 1 of the Act replaces the existing housing fitness standard contained in the
Housing Act 1985 with the Housing Health and Safety Rating System. It also
adapts and extends the powers of enforcement currently available to councils to
tackle poor housing conditions.

Part 2 of the Act introduces a mandatory scheme to license Houses in Multiple
Occupation (HMOs) of a description contained in regulations. It is intended
initially to apply this only to the larger higher risk HMOs of 3 or more storeys
occupied by 5 or more people. Local housing authorities are given power to
extend licensing in their districts to other categories of HMO, subject to carrying
out consultation and with the approval of the appropriate national authority.

Part 4 of the Act enables local housing authorities to take over the management
of long-term empty properties and to bring them back into occupation. Chapter 3
of part 4 also contains provisions on overcrowding in non-licensable HMOs.

HOUSING, HEALTH AND SAFETY RATING SYSTEM

The Housing Act 2004 introduced a new system for assessing whether houses
are healthy and safe to live in. The new Housing Health and Safety Rating
System; Version 2(HHSRS) will be used by local authorities when performing
their duties of keeping housing conditions in their area under review and
responding to enquires or complaints about housing conditions. The new HHSRS
uses a risk assessment approach to provide a system (not a standard) to enable
risks from hazards to health and safety in dwellings to be removed or minimised.

The HHSRS forms an integral element of the decent homes standard and in
combination they aim to improve living conditions for the most vulnerable
residents. Although hazards identified under the HHSRS can be remedied by the
use of formal action, the other elements of the Decent Homes Standard can not,
and local authorities are encouraged to make progress towards achieving the
overall Decent Homes Target by other forms of help, assistance and
encouragement.

The previous fitness standard’ that dated back to 1919, failed to deal with many
hazards that directly affected health and safety in the home, such as excess cold,
falls and fire safety. The new HHSRS addresses all the key issues that affect
health and safety, provides an analysis of just how hazardous a property is and



includes evidence and statistical information to assist inspectors in making their
judgements.

Councils will have a duty to deal with the most serious hazards (referred to as
category 1 hazards) and discretionary powers to deal with those assessed as
less serious (referred to as category 2 hazards).

Hazards identified under the HHSRS are legally enforceable and eliminating
serious hazards forms a key element of the Government’s drive towards
achieving its decent homes target.

MANDATORY LICENSING OF HOUSES IN MULTIPLE OCCUPATION

Part 2 of the Housing Act 2004 requires that certain types of HMO must be
licensed under a national mandatory licensing scheme. Every local authority
must make arrangements to implement the regime within their area. Mandatory
licensing of HMOs generally includes only those that have 3 or more storeys and
5 or more occupants that make up 2 or more households. The 2002 House
Condition Survey and recent local records indicate that there are around 100
HMOs in North Dorset. However, owing to the criteria applied to mandatory
licensing it is estimated that it will apply to only three or four HMOs in the North
Dorset area. Full details of the proposed Licensing Scheme are set out in the
Appendix to the revised Strategy (page 43). As officers will need new delegated
powers to implement the licensing scheme a separate report on this issue will be
brought to Cabinet on 30 March 2006 prior to the meeting of Council on 31
March 2006.

EMPTY DWELLING MANAGEMENT ORDER

Part 4 of the Act introduces Empty Dwelling Management Orders (EDMOS),
which allow local authorities to take management control of certain unoccupied
dwellings with a view to securing their occupation. The Council has a successful
Empty Property Strategy which is continuing to reduce the number of empty
properties across the district. The Strategy has resulted in owners taking action
— some properties have been sold, others privately rented and some have
signed up to the council’s private sector leasing scheme. When proposals for
EDMOs were consulted upon in 2004 this Council took the view that it would
prefer to encourage and assist owners of empty properties to bring their
properties back into use rather than introduce enforcement activity. Itis
proposed, therefore, to continue with this course of action rather than pursue the
EDMO option at this time.



OPTIONS

Details of the above requirements are set out in the updated Private Sector
Strategy. In the case of the HHSRS and HMO licensing the Council has no
option but to implement the legislation. The introduction of EDMOSs is a power
the Council may or may not wish to introduce at this time.

Members can approve the updated Strategy as it is or seek additional
amendments to the document.

COSTS

Whereas the existing fithess standard was limited in its extent, the new HHSRS
is able to assess and act upon almost all housing related hazards Once the full
range of hazards have been identified and rated the Housing Act 2004
possesses a wide range of sanctions which can be implemented to improve
housing conditions. It is therefore likely that this new legislation will have
considerable resource implications as property inspection times, ratings and
remedial action all require increased officer time. In addition as the HHSRS is
likely to be more effective at tackling certain poor housing conditions then this
may in turn generate more public interest and awareness in the work of the
Council in this area.

Although North Dorset District Council possesses only a limited number of
HMO'’s that are subject to mandatory licensing, the initial ‘set-up’ costs and staff
time implications for operating such a scheme are similar to those for a larger
urban authority. However once all properties have been initially licensed then the
ongoing operational costs for mandatory HMO licensing should be minimal.

RISK MANAGEMENT

The Council has new duties under the Housing Act 2004 which it must carry out.
The revised Private Sector Strategy sets out those new duties and indicates how
the Council will fulfil its requirements. The risk is not having a clear strategy and
policies to meet statutory responsibilities. That risk can be managed by agreeing
the updated Strategy.



RECOMMENDED OPTION AND REASONS WHY

It is recommended that Council agree the updated Private Sector Strategy in
order to fulfil its statutory duties under the Housing Act 2004.

Author: Derek Hardy, Policy Manager (Housing & Community Safety)
Date: 2 March 2006

Background papers: Housing Act 2004, Private Sector Strategy

Contact details: 01258 484041, dhardy@north-dorset.gov.uk



AGENDA ITEM 8

NORTH DORSET DISTRICT COUNCIL

FULL COUNCIL

Date of Meeting:

31 March 2006

REPORT TITLE:
Portfolio Holder:

Report Author:

TAXI TARIFF INCREASE
None.

Licensing Officer

Purpose of Report:

To enable Council to consider the recommendation of the
Licensing and Orders Committee that the taxi tariff be
increased.

Statutory Authority:

Financial Implications:

Consultations required/
undertaken:

Recommendation:

Town Police Clauses Act 1847, Local Government
(Miscellaneous Provisions) Act 1976

Advertising costs

Taxi trade have been consulted, the general public will be
consulted on publication of the tariff

To approve the Taxi Tariff increase as recommended by
the Licensing and Orders Committee and as detailed in
Appendix 1 to this report.

BACKGROUND AND REASON DECISION NEEDED

1. The taxi trade of North Dorset have requested that the tariff that can be
charged be reviewed on a yearly basis.

2. The result of the consultation undertaken with the trade this year has been
for a small increase in fares.




3. There have been 2 consultations with the trade and two meetings of the
Licensing and Orders Committee where the tariff change has been
discussed with representatives of the taxi trade of North Dorset.

OPTIONS

4. To approve the tariff at appendix 1. The tariff would then be advertised for
the public to comment on. If any adverse public comments are received
the matter will be referred back to the Council.

5. To not approve the tariff and refer the matter back to Licensing and Orders
Committee for reconsideration.

COSTS

6. The cost of advertising the tariff.

7. Officer time for the checking of all altered meters.

RISK MANAGEMENT

8. Not allowing the trade to benefit from an increase could adversely affect
their businesses.

RECOMMENDATION AND REASON

9. The Licensing and Orders Committee have considered the tariff change
twice after consulting and re-consulting the trade. The tariff attached at
Appendix 1 is felt to be a fair increase for the trade.

Author: Aileen Powell
Date: 7" March 2006

Background papers: None.



NORTH DORSET DISTRICT COUNCIL

Appendix 1

LOCAL GOVERNMENT (MISCELLANEOUS PROVISIONS) ACT 1976 -
SECTION 65

HACKNEY CARRIAGE — MAXIMUM FARES & CHARGES

PROPOSED TARIFF FOR 2006

1) Tariff 1: £2.98 for the first mile
] £1.67 per mile thereafter
Day Rate (approximate charge)
0700 hrs to 2200 hrs
Tariff 2. Unsocial Hours (approximate charge) £3.97 for the 1*' mile
Hours between 2200 and 0700 hrs daily and £2.23 per mile thereafter
all day on Sunday Bank/Public Holidays
Tariff 3:
_ _ £4.46 for the 1°' mile
Christmas and New Year (approximate
charge) £2.50 per mile thereafter
i) Between 1800 hrs on 24" December and
0700 hrs on 27" December
i) Between 1800 hrs on 31° December and
0700 hrs on 2" Januar
2)
DETAILED BREAKDOWN TARIFF 1 TARIFF 2 TARIFF 3
Initial Charge £2.00 £2.00 £3.00
Initial distance 670.47m 189.53m 670.47m
Initial Time (secs) 3 mins 29 1 mins 3 secs | 3 mins 29 secs
Additional Charge per fare unit secs 25p 30p
Each additional fare unit (distance) |20 p 180.38m 192.42m
Each additional fare unit (time-|192.42m 60 secs 60 secs
secs) 60 secs
(Time applies when meter is not
registering distance)




3) EXTRA CHARGES
a) For each passenger in excess of two

b) For each article of luggage conveyed outside the
passenger compartments of the carriage

c) For each bicycle or perambulator
d) For each animal

e) Soiling the carriage by person

f) Soiling the carriage by animal

NOTE: Wheelchairs and similar mechanically
operated personal conveyances

30p

30p

30p

30p
£70.00

£15.00

No Charge

FOR ANY COMPLAINTS PLEASE CONTACT THE LICENSING DEPARTMENT,

NORTH DORSET DISTRICT COUNCIL ON 01258 484022




AGENDA ITEM 9
NORTH DORSET DISTRICT COUNCIL

COUNCIL

Date of Meeting:
31 March 2006

REPORT TITLE: TREASURY MANAGEMENT REPORT

Portfolio Holder: Councillor P Webb

Report Author: Financial Services Manager

Purpose of Report: Seek Councils approval for 2006/07 Treasury
Management Strategy

Statutory Authority: Local Government and Housing Act 1989
Local Government Act 2003

Financial Implications: As set out in report

Consultations required/ Portfolio Holder Finance

undertaken:

Recommendations: That Members approve the Treasury Management

Strategy for 2006/07 and the Treasury limits for 2006/07
as itemised in the Report

TREASURY MANAGEMENT STRATEGY STATEMENT
Introduction

1. The Council has customarily considered an annual Treasury Strategy Statement under
the requirement of the CIPFA Code of Practice on Treasury Management. The 2003
Prudential Code for Capital Finance in local authorities introduced requirements for the
manner in which capital spending plans are to be considered and approved, and in
conjunction with this, the development of an integrated treasury management strategy.

The Prudential Code requires the Council to set a number of Prudential Indicators,
certain of which replace the borrowing/variable interest limits previously determined as
part of the strategy statement, whilst also extending the period covered from one to
three years. This report does therefore incorporate the indicators to which regard
should be given when determining the Council’s treasury management strategy for the
next 3 financial years.

The suggested strategy for 2006/07 in respect of the following aspects of the treasury

Page 1 of 7
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management function is based upon the Financial Services Manager views on interest
rates, supplemented with leading market forecasts provided by the Council’s treasury
advisor. The strategy covers:

9 the current treasury position;
1 prospects for interest rates;
9 treasury limits in force which will limit the treasury risk and activities of the Council;

1 the investment strategy;
1 the requirements of the prudential Code for Capital Finance in Local Authorities.

Treasury Limits for 2006/07 to 2008/09

2.

It is a statutory duty under S.3 of the Local Government Act 2003, and supporting
regulations, for the Council to determine and keep under review how much it can afford
to borrow. The amount so determined is termed the “Affordable Borrowing Limit”.

The Council must have regard to the Prudential Code when setting their Affordable
Borrowing Limit, which essentially requires it to ensure that total capital investment
remains within sustainable limits and, in particular, that the impact upon its future

council tax/rent levels is ‘acceptable’.

Whilst termed an “Affordable Borrowing Limit”, the capital plans to be considered for
inclusion incorporate those planned to be financed by both external borrowing and
other forms of liability, such as credit arrangements. The affordable borrowing limit is
to be set, on a rolling basis, for the forthcoming financial year and two successive
financial years.

Should Members choose to vary the capital programme when they review it later in the
financial year, this will require a revision to the authorised borrowing and operational

boundaries for the 2007/08 financial year.

Prudential Indicators for 2006/07 — 2008/09

These are the indicators required by the Prudential Code

Indicators for affordability

CAPITAL EXPENDITURE

Estimates of Capital Expenditure* 2005/06 2006/0 | 2007/0 | 2008/0
7 8 9
£'000's £000's | £000's | £000's
£ £ £ £
1400 3240 6109 1958

These are the projected outturn figures for 2005/06 and the capital expenditure agreed in

principle by Council on 9 March 2006.




Estimates of Capital Financing Requirement 2005/06 | 2006/07 | 2007/08 | 2008/09
£000's | £000's | £000's | £000's
£ £ £ £
(6599) (4139) 2690 5367

This figure is an estimate of the Council's borrowing requirement over the period 2006/07
to 2008/09. The measurement is the difference between the Council’s balance sheet
value for fixed assets and its capital reserves. If the requirement is negative (shown in
brackets), then the reserves are greater than its asset base and the Council can spend
reserves on Capital. If the figure is positive, then the Council has insufficient capital
reserves to fund capital expenditure and will have to borrow. The pattern of capital
expenditure approved in principle by Council indicates that borrowing will be required in

2007/08.

2006/07 2007/08 2008/09
Financing Costs

£'000's £'000's £'000's

£ £ £

Interest payable with respect to borrowing 61 241
Interest and investment income N/A (538) (414)
Minimum Revenue Provision 0 54 161
Net Financing Costs N/A (423) (12)

Interest earned from cash flow management has not been included in the calculation of

interest and investment income

Ratio of financing costs to revenue stream 2006/07 2007/08 2008/09
£000’'s £000’'s £000’'s
£ £ £
Financing Costs (423) (12)
Net Revenue Stream 6404 6653 6912
N/A N/A N/A

This represents the cost of financing expressed as a % of the Council’s revenue stream.
The net revenue stream is the amount the Council raises from local taxpayers, plus the

formula grant.

Incremental impact on Council tax 2006/07 2007/08 2008/09
£000’s £000’s £000’s
£ £ £
Additional Council Tax Band D Level required to 5.58 10.42 3.31
finance the capital programme

This has been calculated by estimating the loss of investment interest and the cost of
borrowing which will be brought about by the implementation of the proposed capital




programme. The interest rate used in the calculation is 4.5% per annum

EXTERNAL DEBT (Affordable Borrowing Limit)

Authorised Debt 2005/0 | 2006/0 | 2007/0 | 2008/0
6 7 8 9

£'000’s | £'000’s | £000’s | £'000's
£ £ £ £

2000 4500 7000 | 10000

The authorised limit for external debt

The increase in 2006/07 over the 2005/06 authorised limit is the recognition of the risk that
should there be any failure or delay in the direct debit payments for Council Tax during a
month; this could lead to a short term (few days) borrowing requirement, in the region of
£3.5 million. The increases in later years allow for borrowing for capital expenditure.

Operational Boundary 2005/0 | 2006/0 | 2007/0 | 2008/0
6 7 8 9

£000’s | £000’'s | £000’s | £000’s
£ £ £ £

1800 3500 6200 9000

The operational boundary focuses on day to day treasury management and is the means
by which an authority manages its debt to remain within the self imposed authorised limit.

INDICATORS OF PRUDENCE

Maturity structure of new fixed rate borrowing | Upper limit Lower limit
during 2006/07 (as Council is debt free this
indicator does not apply)
Under 12 months N/A N/A
12 months and within 24 months N/A N/A
24 months and within 5 years N/A N/A
5 years and within 10 years N/A N/A
10 years and above N/A N/A
The indicator is not applicable, as the authority is debt free.
Treasury Management
2006/07
Fixed Interest Rate Exposure £'000’'s
£
Interest payable on borrowings at fixed rates 0
Less
Interest receivable on investments that are at fixed rates 692
balance (692)

The Council has no exposure to fixed interest rates of borrowing




Variable Rate Exposure 2006/07

£000’s

£
Interest payable on borrowings at variable rates 0
Less
Interest receivable on investments at variable rate 258
Balance (258)
The Council has no exposure to variable rates of borrowing

Upper limit for total principal sums invested | £000’s | £000’s | £000’s | £000’s
for over 364 days
(per maturity date) 10400 | 10,400 | 8,450 6,500

This is based on an assumption that no more than 65% of Council’s investments should be

held for a period greater than 364 days.

It is not envisaged that the Council’'s day to day borrowing will have any impact on the

levels of Council Tax.

Prospects for Interest Rates and Economic Background

Economic Outlook and Interest Rate Forecast: Arlingclose: (Feb 2006)

Mar-06 Jun-06 Sep-06 Dec-06 Mar-07 Jun-07 Sep-07 Dec-07 Mar-08

Repo (Base) Rate

Central case 450 4.25 425 425 425 425 4.25 450 450
Risks T +0.25 025 025 -025

1-yr LIBID

Central case 450 4.40 425 425 425 450 460 475 475
Risks " +0.107 +0.10 -0.25

5-yr gilt

Central case 425 4.25 425 430 430 440 455 470 470
Risks 010 -010] 010 -025 -025| -025

10-yr gilt