
  

  

  EXECUTIVE COMMITTEE – 3 APRIL 2006

PART   I -   DELEGATED   
5  .
  TREASURY CONSULTANT CONTRACT

(  DCR)

1.
Summary
1.1
To approve the tender documentation for the Treasury Consultants’ contract for a five - year period commencing 1 November 2006.

2. Details

2.1 The Council regularly invests its surplus cash on the money markets to enable it to earn interest, which helps to support the funding of revenue expenditure. The annual sum invested over a year is approximately £20M. The investments represent the accumulated balances on all the Council’s reserves. This is predominantly earmarked for funding the capital programme and for other specific purposes including supporting the General Fund and Housing Revenue Account balances.

2.2
The Council is currently ‘debt free’ and has no immediate requirement to borrow.

2.3
To ensure that all treasury decisions made by the Council are based on the best economic and political information, their is a requirement for expert advice on Treasury Management issues which include the following:-

· An appropriate Investment Strategy

· Regular updates on economic and political changes which may impact on the Council’s Investment Strategy including long term and short term interest rate predictions

· Regular updates regarding Counterparty creditworthiness

· Training seminars

· Client meetings to discuss issues, particularly new legislation 

· Options for borrowing and compliance with the Prudential Code

2.4 Treasury management in this context is defined as:


“The management of the local authority’s cash flows, its borrowings and its investments, the management of the associated risks, and the pursuit of the optimum performance or return consistent with those risks”.

3.
Options/Reasons for Recommendation
3.1   This report is in line with the Council’s approved policy on Treasury Management. The current contract with Sector Treasury Services Limited was extended for 2 years from 1 November 2004 (Minute No. EX 317/03 refers) to take advantage of the low rate of increase in the contract sum, which was unlikely to be matched from a tendering exercise and the high quality of advice received.

3.2 It was envisaged that after the period of extension, a contract be tendered for a longer period of possibly five years to encourage the offer of competitive prices from interested parties.

3.3 Appendix 1 details all the tender documentation required to successfully appoint a Treasury consultant.  Appendix 2 shows the timetable of key actions.

4.
Policy/Budget Implications
4.1 The recommendations in this report are within the Council’s agreed policy and budgets on Treasury Management.

5.
Legal Implications 

5.1 None specific.

6. Staffing Implications 

6.1
The Council does not retain in-house expertise to obtain the specialist advice. 

7.
Environmental, Community Safety, Equal Opportunities, Customer Services Centre, and Website Implications
7.1
   None specific.

8.
Risk Management Implications

8.1
Without expert advice the Council would revert to the position where it would be making investment/borrowing decisions in isolation. There would also be an increased risk that the Council might not comply with legislation on prudential borrowing and capital financing as the Consultant’s act as an extra resource who are quick to pick up any legislative changes and translate them into layman’s terms.

8.2 The following table shows the risks that have been identified and gives an assessment of their impact and likelihood in accordance with the Council’s Risk Management Strategy: -

Description of Risk
Impact
Likelihood

1
Inaccurate cash flow forecasts resulting in significant variations in estimated interest income
III
D

1.
For the meaning of the assessment score see the key to the matrix in paragraph 8.3 below.

2.
For the definitions of ‘catastrophic’, ‘almost certain’, etc, see the ‘Risk Management Strategy Statement’

8.3 The above risks have been prioritised in the matrix below. The Council has determined its aversion to risk. It is prepared to tolerate risks where combinations of impact and likelihood are shaded mid - grey in the table below. The remaining risks require management and monitoring. Those combinations of impact and risk shaded light grey below are less time critical but those shaded dark grey require immediate management and monitoring.
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8.4
An action plan has been drawn up for each risk that requires management and monitoring.

9.  
Recommendation
9.1   That the Committee approves the tender documentation for the Treasury Consultancy contract for a period of 5 years commencing 1 November 2006.


The recommendations contained in this report DO NOT constitute a KEY DECISION.


Background Papers -   TM Consultant Contract.


Appendices 

1. Tender documentation

2. Timetable


Report prepared by: Nigel Pollard  - Finance   Manager 




 Loretta Manhertz – Treasury Management Officer
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THREE RIVERS DISTRICT COUNCIL

Treasury Management Consultant Contract
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Section A

1.
Introduction

Background


Location


Three Rivers District Council is situated in South West Hertfordshire and covers 34 square miles, 64% of which is Green Belt.  The district includes large rural areas with 12 villages and small towns.  It borders Watford and Hertsmere to the east, Buckinghamshire to the west, St Albans and Dacorum to the north and the London Boroughs of Harrow and Hillingdon to the south.  The district is on the inner fringe of London and benefits from excellent road and rail connections, including the M1, M25, the West Coast main line and Metropolitan line into central London.  Heathrow, Luton and Stansted airports are all nearby.


Economy


The district has no main employer and 12,000 people come into the district to work compared to 24,000 going out, emphasising the importance of the London job market and increasing significance of commuting.

         The unemployment level is 1.8% which is below the national average of 5.1% but slightly above the Hertfordshire level of1.5% (Source ONS May 2002).


Three Rivers is an affluent area when compared with others in the Eastern Region.  Only six of the 38 authorities have less deprivation, however there are pockets of deprivation with two wards in South Oxhey featuring highly on national deprivation scales for unemployment and health.

2. Treasury Management







Section B

Aims 


The primary aim of the contract is to provide the Council with advice on Treasury Services. Details of the services to be provided are listed in section C of this document.


Outcomes

To ensure that all treasury decisions made by the Council are based on the best economic and political information available at the time of the decision.


To assist in formulating the Council’s investment and borrowing strategy and updating same at regular intervals.


To provide advice on investment counterparty creditworthiness.


To provide on and offsite training to treasury management staff.


To provide template documents and advice on the production of the documents detailed later in this document

3.
Scope of the Work








Section C
The successful consultant will be expected to ensure that all treasury decisions made by the Council are based on the best economic and political information available at the time of the decision.

This will include:


1. Advice and assistance to structure an appropriate investment / borrowing strategy.

2.
The Provision of regular updates on economic and political changes which may impact on and require modification to the Client’s investment /borrowing strategy, preferably via e-mail.

3.
Advice on investment counterparty creditworthiness, including provision of prudent parameters established in the light of information from one or more of the UK’s leading credit rating agencies, various other analysts as appropriate and associations.  Reports and analyses to be provided monthly.

4.
The Provision of one day’s onsite training  (Client visit) to treasury management staff and two places at training seminars for client staff per annum.

5.
The Provision of template documents and advice on:

· treasury management strategy report


· annual review report

· treasury management policy statement

· treasury management practices

· adoption of CIPFA Code of Treasury Management including the Prudential Code






6.
Access to Advisors website (if available)                                                                                                                                         

7.
Advice and information on leasing arrangements

8.
Advice on Borrowing/ Debt Management including the latest borrowing options i.e. LOBO’s and Daily PWLB rates via email

10. Results of Monetary Policy Committee

11.
Monday and Friday Bulletins covering;

· Investment advice for week ahead



Information on Investment opportunities Assist in formulating the Council’s investment strategy 


Provide regular updates on economic and political changes which may impact on and require modification to the investment strategy.

4.
Instructions to Tenderers






Section D
1
The consultant’s proposals should include:-


-
details of the staff who would work on the contract and their experience of this work


-
previous experience of working with Local Authorities


-
examples of newsletters and advice memorandum

· references from two Local Authority clients


-
the fees for the assignment 


-
details of the firms ownership, management, professional indemnity insurance and standard terms and conditions of business.

· the attached form of tender must be completed signed and dated.

2
The contract will be for a period of five years commencing 1 November 2006

2.1
Fees are to be broken down as follows: -


a) The amount payable each year (Including inflation) 

3
Tenders are to be submitted in a sealed envelope with the enclosed label appended. There are to be no external markings on the envelope, indicating the name of the sender.

4
Tenders are to be returned by noon on 31 July 2006. Submissions received after this time will not be considered.

5
Evaluation of the tenders will be based on Quality and Price and weighted 60/40.
5 
For further information or clarification in respect of these documents, contact:




Nigel Pollard




Finance Manager 




Three Rivers District Council




Three Rivers House




Northway




Rickmansworth




Herts WD3 1RL 
Tel:
01923 727198




E-mail:
nigel.pollard@threerivers.gov.uk
5.
CONDITIONS OF CONTRACT




Section E
1.
-
Definitions

Agreement
-
The contract concluded between the client and the consultant comprising these conditions and the tender documents.

Condition
-
A condition forming part of these conditions of contract and any reference to “these conditions” will be construed accordingly.

Client
-
The party for whom the consultant performs the services.

Consultant
-
The party performing the services set out in the specification for the client.

The Project Objective
-
The provision of Treasury advice and support.

Services
-
The services performed for the client by the consultant pursuant to the specification and conditions of contract.

Specification
-
The specification set out in the tender documents relating to the provision of the service.

2.
-
Performance by Consultant



The consultant will perform the services in accordance with the specification and the project objectives. 

3.
-
Standard of Duty of Care



In performing the service and discharging all obligations under the conditions of contract the consultant shall exercise reasonable care and skill and shall at all times have regard to the requirements of the specification.  The consultant will conform with the normal standards of any profession or calling appropriate to the work undertaken.

4.
-
Assignment


The consultant will not assign the whole or any part of this agreement.

5.
-



Payment


Payment of fees to the consultant will be made within 30 days of receipt of a correct invoice. The parties to this contract will agree the frequency of the submission of invoices prior to the commencement of the contract.

6.
-
Indemnity Insurance



The consultant will have and maintain indemnity insurance cover including professional indemnity cover where appropriate during the existence of this agreement.

7.
-
Employers and Public Liability Insurance




Tenderers will have and maintain employers and third party liability insurance cover, for the period of the consultancy. The latter shall be a minimum cover of £2,000,000.00 in respect of any single occurrence and unlimited in respect of the number of occurrences. They are to forward copies of their current insurance arrangements, with their tender.

8.
-
Third Party Rights


Nothing in this agreement confers on any third party any benefit or the rights to enforce any of its terms.

9.
-
Confidentiality



The consultant will keep confidential all information passed to it by the client or on the client’s behalf and all reports, advice and recommendations produced by the consultant pursuant to this agreement.

10.
-
Termination
10.1
-
The client shall have the right to terminate this agreement upon giving 14 days notice in writing.  In the event such notice is given the client will pay all fees due to the consultant up to the date of termination and upon submission of an invoice giving full particulars of the work done.  The client shall be under no further liability thereafter including any liability for consequential loss.

10.2
-
The client may terminate this agreement without notice if:

10.2.1
-
The consultant commits an act of bankruptcy or is insolvent.

10.2.2
-
The consultant changes its staffing or composition in such a way as in the reasonable opinion of the client, to seriously affect its ability to perform its obligations under this agreement.

10.3
-
Either party may terminate this agreement upon seven days notice in writing if the other commits a material breach of its obligations.

11.
-
Rights after Termination


In the event of termination by the client pursuant to Clause 10 above the client will be entitled to:

11.1
-
Deduct from any sums due or to become due to the consultant any loss or damage suffered by the client and for this purpose loss or damage includes reasonable time spent by the client in making alternative arrangements for the provision of the services.

11.2
-
Cease to make further payment until the loss or damage suffered by the client has been calculated.

11.3
-
Termination by either party will not affect its rights or remedies against the other for any antecedent breach of this agreement nor prejudice any right to recovery of sums properly due under it.

12.
-
Entire Agreement


These conditions constitute the entire agreement between the parties unless they agree otherwise in writing.  No waiver or variation of them by either party will be valid unless in writing and signed by a duly authorized person.

13.
-
Notice


Any notice given under this agreement must be sent by pre-paid first class post and will be deemed to have been received the first business day after posting.  Such notice will be sent to the address of the other party appearing in this agreement.

14.
-
Arbitration
14.1
-
Any dispute or difference between the parties in connection with this agreement will be referred to a sole arbitrator to be appointed by agreement between the parties or in default by the President or the Chartered Institute of Arbitrators.

14.2
-
The decision of the Arbitrator shall be final and binding upon both parties.

14.3
-
The Arbitrator shall be entitled to award the costs of one party to be met wholly or in part by the other party where he considers it appropriate to do so.

15. -

English Law

15.1

This agreement will be governed and construed by English Law and the parties submit to the exclusive jurisdiction of the English Courts.

16

-
Value Added Tax

16.1


The tender figure is to be exclusive of VAT.

Section E
FORM OF TENDER

For
Provision of The Treasury Consultancy Services

To Three Rivers District Council 

In consideration of the sum of one pound

I/WE .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  

carrying on business at .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  ..  .  .  

.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

hereby tender and undertake to execute and complete all the Service required to be performed in accordance with the Conditions of Contract, Specification  and  other documents listed in the Schedule or referred to, for the sums stated in the attached Schedules.  
I/We agree that the insertion by me/us of any conditions qualifying this tender or any unauthorised alteration to any of the tender documents shall not affect the Contract Conditions and may cause the tender to be rejected.

I/We agree that this tender shall remain open to be accepted or not by the Authority and shall not be withdrawn for a period of 120 days from this date.

I/We agree that it will be a condition precedent to payments made by you under a contract based on the acceptance of the tender that unless you decide otherwise, I/We shall obtain a Bond or guarantee shall be lodged with the Authority prior to the Commencement Date  

Unless and until a formal Agreement is prepared and executed, this tender, together with your acceptance thereof in writing, shall constitute a binding contract between us.

I/We certify that the details of this tender have not been communicated to any other person or adjusted in accordance with any agreement or arrangement with any other person.

I/We understand that you are not bound to accept the lowest or any tender you may receive.

I/We certify that this is a bona fide tender.

Contractor’s signature (s)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 

(print name(s) in full) .  .    .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 

Date.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 

Name and address of Firm.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  

.  .  .  .  .  . .  .  .  .  .  .  .  .  ..  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  

.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

Tender for the Treasury Consultants’ contract

APPENDIX 2

TIMETABLE of KEY ACTIONS

Item
Action
Date

1
Draft contract documentation to the Executive Committee
April 2006

2
Expressions of Interest from prospective tenderers
May 2006

3
Tender documents issued to interested tenderers
June 2006

4
Closing date for return of tenders
July 2006

5
Preferred tenderer reported to Executive Committee
August 2006

6
Inform successful tenderer
September 2006

7
Contract start date
November 2006

23/03/06
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