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Executive Summary

This report outlines the performance of the North Lanarkshire Municipal Bank Ltd
against its' business objectives, Council priorities and financial expectations for the
financial year ending March 2017. This report also provides information in respect of
governance and Council oversight arrangements to enable members to ascertain how
effectively Council obligations are being satisfied.

Recommendations

Members are asked to:

(1) Note the governance and scrutiny arrangements currently in place within the
North Lanarkshire Municipal Bank Ltd;

(2) Note the organisation's 2016/17 performance; and,
(3) Identify areas of activity requiring further consideration by the ALEOs and

External Bodies Monitoring Sub−Committee

Supporting Documents
Council business Details of the organisation's contributions are outlined within
plan to 2020 Appendix I
Appendix I North Lanarkshire Municipal Bank Ltd Overview 2016/17

1. Background

1.1 The North Lanarkshire Municipal Bank Ltd dates back to 1924. Founded by the
former Burgh of Motherwell and Wishaw, in 1975 it became Motherwell and
Wishaw Burgh Municipal Bank changing after local government re−organisation
in 1996 to become North Lanarkshire Municipal Bank Ltd, as it is known today.

1.2 The Bank's main function is that of a savings bank with deposits and
withdrawals made using a passbook, historically providing a safe place for local
residents to keep their monies where other banking facilities may not have been
available. The Council per legislative requirements, as the controlling authority,
has recourse to these monies as an alternative to potentially other more
expensive traditional sources of finance.
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1.3 The bank offers a competitive rate of interest. Customers can be sure of the
bank's financial security because North Lanarkshire Council guarantee all
deposits. Per the definition of a 'municipal bank' under Section 103 of the
Banking Act 1987 prior to its repeal under SI 2001 no 3649.

2. Report

2.1 The Performance Monitoring Framework approved by the ALEOs and External
Bodies Monitoring Committee in May 2016 requires Committee to consider the
North Lanarkshire Municipal Bank Ltd's performance once per year. These
reports detail the company's activities which are expected to support delivery of
the Council's priority outcomes, as well as the organisation's performance
against these and should therefore ensure elected members have sufficient
information to assess how the Bank supports the Council in delivering against
the approved Business Plan to 2020.

3. Implications

3.1 Financial Impact
3.1.1 The financial statements of the bank are prepared on a going concern basis in

accordance with the United Kingdom Generally Accepted Accounting Practice
(UK Accounting Standards and applicable laws). The bank manages its
relationship successfully with the Council by ensuring that it maintains a low
cost base whilst still offering attractive interest rates to customers. This results
in the Council being able to use the bank's depositors' balances at a
competitive interest rate in line with its Treasury. Management strategy. The
bank is required to complete a certificate of assurance on corporate governance
and internal financial controls adopting the same guidelines as North
Lanarkshire Council

3.2 HR/Policy/Legislative Impact

3.2.1 There are no matters requiring member consideration at this time.

3.3 Environmental Impact

3.3.1 There are no matters requiring member consideration at this time.

3.4 Risk Impact

3.4.1 Competition from High Street banks

The bank maintains its competitive advantage meeting the challenge from its
high street competitors by offering a competitive interest rate which is usually a
small margin above the interest rates offered by its competitors.

3.4.2 Loss of key financial and administrative staff

The bank currently utilise key financial and administrative staff under an
agreement with North Lanarkshire Council, its controlling local authority, the
company benefiting from highly qualified and experienced staff, its IT
infrastructure and risk control arrangements.
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3.4.3 Legislative and Regulatory Changes

The bank benefits from accessing the most up to date information affecting the
banking sector and the legal and regulatory framework as the management and
governance functions are carried out primarily by the Council's Treasury
Management team.

4. Measures of success

4.1 Appendix 1 demonstrates where the North Lanarkshire Municipal Bank supports
delivery of the strategic priorities overall and meeting the Council's continuous
improvement expectations.
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Appendix I

Remit The bank provides a savings facility for local residents, groups
and associations with deposits and withdrawals made using a
passbook. It has historically provided a safe place for local
residents to keep their monies where a deposit taking facility may
not have been available. The Council per legislative
requirements, as the controlling authority, has recourse to these
monies as an alternative to potentially other more expensive
traditional sources of finance. The remit of the bank is limited due
to its special status as a 'municipal bank' which provides benefits
in terms of reduced bureaucracy and governance whilst
restricting the ability of the bank to offer more of the traditional
services offered by a bank e.g. personal loans, direct debit and
cheque clearing facilities, out of hours access.

Statutory Powers: The powers of the municipal bank are governed by Part 1 Section
3 of the Payments Services Regulation 2009. It is exempt from
the prohibition comprised in Section 19 of the Financial Services
and Markets Act 2000 ("the Act"), by means of Exemption Order
(2001/1201) issued in accordance with Section 38 of the Act. It is
not a banking company for the purposes of the Companies Act
2006. It is a 'municipal bank' under Section 103 of the Banking
Act 1987 prior to its repeal under SI 2001 no 3649.

Board Membership:

Principal Activities:

The directors of the company during the financial year to 31
March 2017 were as follows:

Councillor R Burrows (resigned 18 May 2017)
Councillor S Farooq (resigned 18 May 2017)
Councillor Jones (resigned 18 May 2017)
Councillor P O'Rourke (resigned 18 May 2017)
Councillor H McKenna (resigned 18 May 2017)
Councillor P Sullivan (resigned 30 June 2016)
Councillor Spowart (appointed 30 June 2016)
Councillor J Hume

Current Board of Directors:
Councillor J Hume
Councillor T Castles (appointed 18 May 2017)
Councillor P Hogg (appointed 18 May 2017)
Councillor J Ashraf (appointed 18 May 2017)
Councillor I McNeil (appointed 18 may 2017)
Councillor T Fisher (appointed 18 May 2017)
Councillor S Watson (appointed 18 May 2017)

The bank's principal activities are the accepting of deposits and
the investing of those funds (with the exception of working
balances) with North Lanarkshire Council.



Key Performance
Indicators:

Contribution to Business
Plan

Financial Overview: 2016

Interest receivable:

153,695 North Lanarkshire Council − short term
advances

371,875 North Lanarkshire Council − mortgages

For the year ended 31 March 2017:
Closing balance of customer deposits decreased by £0.8m to
£43.3m. (44.1m : 2016)
Interest paid to customers decreased by £0.19m to £0.24m
(f0.43m: 2016).
The balance of temporary loans accessed by North Lanarkshire
Council averaged £43.1m for the year ended 31 March 2017.
Interest received from monies advanced to the Council fell by
£0.1m to £0.4m (0.5m: 2016).
Relationship for investing funds with North Lanarkshire Council
met the requirements of the Financial Services and Markets Act
(2000) (Exemption) Order 2001.

v' Improving the Council's resource base

2017
£

406,082

406,082525,570 Total Interest Receivable

Interest paid:
F431,516

Interest paid to customers 236,825

94,054 Net interest income

Administration Expenses:

3,841 Management Expenses

7,074 Audit Fee & Expenses

3,829

52,008

7,302

20,000

Printing and Stationary

Payments to Agencies & Other Bodies

Publicity Campaign

Rental of Premises

94,054 Total Administration Expenses

− Profit/Loss for the financial year

169,257

3,754

7,980

5,833

124,600

7,090

20,000

169,257


