ANNEX B

SPECIFIED AND NON-SPECIFIED INVESTMENTS

SPECIFIED INVESTMENTS:

All such investments will be sterling denominated, with maturities up to maximum of 1
year, meeting the minimum ‘high’ rating criteria where applicable.

The criteria, time limits and monetary limits applying to institutions or investment vehicles
are:

Minimum Credit Criteria / £ limit per Max maturity
Investment Colour Band institution period
Debt Management Agency Deposit N/A £2.5m 6 months
Facility
Term deposits — local authorities N/A £2.5m 1 year
Term deposits - UK part nationalised £3.0m 1 year
Blue
banks
Term deposits — banks and building Purple ** £2.5m Up to 1 year
societies Orange Up to 1 year
Red Up to 6 months
Green Up to 3 months
No colour Not for use
Money Market Funds AAA £2.5m Liguid

**only applies to nationalised or semi nationalised UK Banks
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NON-SPECIFIED INVESTMENTS
A maximum of £1.0m will be held in aggregate in non-specified investment

1. Maturities of ANY period

Minimum Credit Maximum Maximum
Investment Criteria/ Colour maturity
Investment -
Band period
Certificates of d.eplosns |s_sqed Green £1.0m 2 Vears
by banks and building societies
UK Government Gilts Sovereign rating £1.0m 2 Years
Bonds issued by multilateral AAA £1.0m 2 Vears
development banks
Bonds issued by a financial
institution which is explicitly : .
guaranteed by the UK Sovereign rating £1.0m 2 Years
government
Fixed term deposits with
variable rate and variable
maturities:
Structured deposits Green £1.0m 2 Years
Commercial paper issuance by
UK banks covered by UK | Green £1.0m 2 Years
Government guarantee
Other debt issuance by UK
banks  covered by UK | Green £1.0m 2 Years
Government guarantee

2. Maturities in excess of 1 year

Minimum Credit Maximum MaX|m_um
Investment L maturity
Criteria Investment ;
period
Term N deposits —  local N/A £1.0m 2 Vears
authorities
Term deposits — banks and | o, £1.0m 2 Years
building societies
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AAA Rating
e Australia
e Canada
 Denmark
* Finland
* Germany
* Luxembourg
* Netherlands
* Norway
e Singapore
* Sweden
e Switzerland
« UK

AA+ Rating
* France
*  Hong Kong
* USA

AA Rating
* Belgium
« UAE

AA- Rating
* Japan
e Qatar
e Saudi Arabia

APPROVED COUNTRIES FOR INVESTMENT

ANNEX C
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ANNEX D

TREASURY MANAGEMENT SCHEME OF DELEGATION

1. Full Council
e receiving and reviewing reports on treasury management policies, practices and
activities;
* approval of annual strategy.

2.  Policy and Resources Committee

e approval of/famendments to the organisation’'s adopted clauses, treasury
management policy statement and treasury management practices;

* budget consideration and approval;

e approval of the division of responsibilities;

e receiving and reviewing regular monitoring reports and acting on
recommendations;

e approving the selection of external service providers and agreeing terms of
appointment.

3.  Overview and Scrutiny Committee
e reviewing the treasury management policy and procedures and making
recommendations to the responsible body.
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ANNEX E

THE TREASURY MANAGEMENT ROLE OF THE SECTION 151 OFFICER

The S151 (responsible) officer

» recommending clauses, treasury management policy/practices for approval, reviewing the
same regularly, and monitoring compliance;

» submitting regular treasury management policy reports;

» submitting budgets and budget variations;

* receiving and reviewing management information reports;

» reviewing the performance of the treasury management function;

* ensuring the adequacy of treasury management resources and skills, and the effective
division of responsibilities within the treasury management function;

» ensuring the adequacy of internal audit, and liaising with external audit;

* recommending the appointment of external service providers.
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ANNEX F
ECONOMIC BACKGROUND COMMENTARY

GLOBAL ECONOMY

The outlook for the global economy remains clouded with uncertainty with the UK economy
struggling to generate sustained recovery that offers solid optimistim for the outlook for
2012, or possibly even into 2013. Consumer and business confidence levels are low and
with little to boost sentiment, it is not easy to see potential for a significant increase in the
growth rate in the short term.

At the centre of much of the uncertainty is the ongoing Eurozone sovereign debt crisis
which has intensified, rather than dissipated throughout 2011. The main problem has been
Greece, where, even with an Eurozone/IMF/ECB bailout package and the imposition of
austerity measures aimed at deficit reduction, the lack of progress and the ongoing
deficiency in addressing the underlying lack of competitiveness of the Greek economy, has
seen an escalation of their problems. These look certain to result in a default of some kind
but it currently remains unresolved if this will be either “orderly” or “disorderly”. Most
commentators currently view that it is now inevitable that Greece will have to exit the
Eurozone in 2012.

There is also growing concern about the situation in Italy and the risk that contagion has not
been contained. Italy is the third biggest debtor country in the world but its prospects are
limited given the poor rate of economic growth over the last decade and likely difficulties in
implementing the required level of fundamental reforms in the economy. The Eurozone now
has a well established track record of always doing too little too late to deal with this crisis;
this augurs poorly for future prospects, especially given the rising level of electoral
opposition in northern EU countries to bailing out profligate southern countries.

The US economy has encouraged with some positive news around the start of 2012 but
any improvement in the weak rate of growth is likely to only generate slow progress in
reducing the high level of unemployment which is acting as such a dampener on the
economy. With Presidential elections due in November 2012, the current administration has
been hamstrung by political gridlock with the two houses split between the main parties. In
guarter 3 the Federal Reserve started “Operation Twist” in an effort to re-ignite the rate of
growth in the economy. However, high levels of consumer indebtedness, a moribund
housing market together with stubbornly high unemployment, will continue to weigh heavily
on consumer confidence and so on the abiltity to generate a healthy and consistent rate of
economic growth.

Hopes for broad based recovery have, therefore, focussed on the emerging markets but
these areas have been struggling with inflationary pressures in their previously fast growth
economies. China, though, has maintained its growth pattern, despite a major thrust to
tighten monetary policy during 2011 to cool inflationary pressures which are now subsiding.
However, some forward looking indicators are causing concern that there may not be a soft
landing ahead, which would then be a further dampener on world economic growth.

UK ECONOMY

The Government's austerity measures, aimed at getting the public sector deficit into order
over the next four years, have yet to fully impact on the economy. However, coming at a time
when economic growth has been weak and concerns at the risk of a technical recession (two
guarters of negative growth) in 2012, it looks likely that the private sector will not make up for
the negative impact of these austerity measures given the lack of an export led recovery due
to the downturn in the UK’s major trading partner — the EU. The housing market, a gauge of
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consumer confidence, remains weak and the outlook is for house prices to be little changed
for a prolonged period.

Economic Growth. GDP growth has, basically, flatlined since the election of 2010 and,
worryingly, the economic forcecasts for 2012 and beyond have been revised lower on a near
qguarterly basis. With concerns of a potential return to recession, the Bank of England
embarked on a second round of Quantitive Easing to stimulate economic activity. It appears
very likely that there will be another expansion of quantitative easing in quarter 1 2012 in
order to stimulate economic growth.

Unemployment. With the impact of the Government’s austerity strategy resulting in steadily
increasing unemployment during 2011, there are limited prospects for any improvement in
2012 given the prospects for weak growth.

Inflation and Bank Rate. For the last two years, the MPC’s contention has been that high
inflation was the outcome of temporary external factors and other one offs (e.g. changes in
VAT); that view remains in place with CPI inflation starting quarter 1 of 2012 at 4.8%, having
peaked at 5.2% in September 2011. They remain of the view that the rate will fall back to, or
below, the 2% target level within the two year horizon.

AAA rating. The ratings agencies have recently reaffirmed the UK's AAA sovereign rating
and have expressed satisfaction with Government policy for deficit reduction. They have,
though, warned that this could be reviewed if the policy were to change, or was seen to be
failing to achieve its desired outcome. This credit position has ensured that the UK
government is able to fund itself at historically low levels and, with the safe haven status
from Eurozone debt also drawing in external investment, the pressure on rates has been
down, and looks set to remain so for some time.

SECTORS FORWARD VIEW

Economic forecasting remains troublesome with so many extermal influences weighing on
the UK. There does, however, appear to be consensus among analysts that the economy
remains weak and whilst there is still a broad range of views as to potential performance,
they have all been downgraded throughout 2011. Key areas of uncertainty include:

» aworsening of the Eurozone debt crisis and heightened risk of the breakdown of the
bloc or even of the currency itself;

» the impact of the Eurozone crisis on financial markets and the banking sector;

» the impact of the Government's austerity plan on confidence and growth and the
need to rebalance the economy from services to exporting manufactured goods;

* the under-performance of the UK economy which could undermine the Government’s
policies that have been based upon levels of growth that inceasingly seem likely to
be undershot;

» acontinuation of high levels of inflation ;

» the economic performance of the UK’s trading partners, in particular the EU and US,
with some analysts suggesting that recession could return to both;

» stimulus packages failing to stimulate growth;

» elections due in the US, Germany and France in 2012 or 2013;
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e potential for protectionism i.e. an escalation of the currency war / trade dispute
between the US and China.

The overall balance of risks remains weighted to the downside. Lack of economic growth,
both domestically and overseas, will impact on confidence putting upward pressure on
unemployment. It will also further knock levels of demand which will bring the threat of
recession back into focus.

Sector believes that the longer run trend is for gilt yields and PWLB rates to rise due to the
high volume of gilt issuance in the UK, and the high volume of debt issuance in other major
western countries.

Given the weak outlook for economic growth, Sector sees the prospects for any interest rate
changes before mid-2013 as very limited. There is potential for the start of Bank Rate
increases to be even further delayed if growth disappoints.
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ANNEX G

INTEREST RATE FORECAST

Sector's Interest Rate View

Sector's Bank Rate View 0.50% 0.50% 0.50% 0.50%, 0.50%, 0,50 %, 0,50 0.50% 0.75% 1.00% 1.25% T.50% 2,00 £.25% £.50%,
3 Month LIBID 087 % 0.7 0% 0.7 0% 0.7 0% 0.7 0% 0.7 (0% 0.75% 0.20%s 0,90 1209 T.40% T 2.7 £.40% 2,00
& Month LIBID 1165% 1.00% 1.00% T.00% T Tt T10%: 1.20% 1.40% 1.a0% 1.80% 2.00%, 250 2.70% .90 %,
12 Month LIBID 105% 1.50% 1.50% 1.50% T.50% T.ais 17 0% 1.20% 1.90% 2.20%, £.40% £.60% 3.7 320% 320%
Syt PWLE Rate 2325% 2.30%, 2.30%, £.30% £.30% 2.4 0% 2.50% 2.60% 270% 2.80% 2.90%, 3.70% 3.30% 3.50% 370%
1oy PWLE Rate 333% 320% 320% 320% 3.40% 3400 3.50% 3.00% 370% 3.20% 4. 00 %% 4. 20% 4.4 0% 4. 50% 4. 20%
25yT PWLE Rate 424% 4. 20% 4. 20% 4. 20% 4.20% 4. 20% 440 4.50% 4.60% 4.70% 4. 80% 4. 90% S0 5.0% 5.20%
S0yT PWLE Rate 426% 4 20% 4 20% 4 20% 4.4 0% 4.4 0% 450 4.50% 4.7 0% 4. 80% 4S04 5.00% 5.0 % 5.20% 5.30%
Sector's Yiew 0.50% 0.50% 0.50% 0.50%, 0.50%, 0,50 %, 0,50 0.50% 0.75% 1.00% 1.25% T.50% 2,00 £.25% £.50%,
LIB5 0.50% 0.50% 0.50% 0.50%, 0.50%, 00,50 %, - - - - - - - - -
Capital Economics 0.50% 0.50% 0.50% 0.50% 0.50%, (.50 % (2. 50 0.50% 0.50% 0.50% - - - - -
Sector's Yiew 2325% 2.30%, 2.30%, £.30% £.30% 2.4 0% 2.50% 2.60% 270% 2.80% 2.90%, 3.70% 3.30% 3.50% 370%
LIB5 225% - - - - - - - - - - - - - -
Capital Economics 225% 2.00% 2.00% £.00% £.00% 200 200 2.00% 2.00% 2.00% - - - - -
Sector's Yiew 333% 330% 330% 3320% 3.40% 3400 3.50% 3.00% 370% 3.80% 4. 00 4. 20% 4.4 0% 4. 60% 4. 20%
LIB5 333% 3.45% 3.45% 3.50% 3.60% 3.05% - - - - - - - - -
Capital Economics 333% 3.00% 3.00% 3.00% 3.00% ER 3.00% 3.00% 3.00% 3.00% - - - - -

2 5yT PWLE Rate

Sector's Yiew 424% 4. 20% 4. 20% 4. 20% 4.20% 4. 20% 440 4.50% 4.60% 4.70% 4. 80% 4. 90% S0 5.0% 5.20%
LIB5 424% 4. 20% 4.90% 4 S0 %% 4. 90% 4. 20 %% - - - - - - - - -
Capital Economics 424% 4 20% 4 20% 4 30% 4. 20% 4. 30% 430 4 30% 4 30% 4 20% - - - - -
Sector's Yiew 426% 4 20% 4 20% 4 20% 4.4 0% 4.4 0% 450 4.60% 4.70% 4. 20% 4 S0 %% S0 S0 5.20% 5.30%
LIB5 426% 4. 20% 4.95% 4.95% S.00% S0 G - - - - - - - - -
Capital Economics 426% 4.40% 4.40% 4.4 0% 4.4 0% 4.4 0% 4.40% 4.40% 4.40% 4.40% - - - - -
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