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Item 7. TREASURY MANAGEMENT AND INVESTMENT STRATEGY 2012/13 

 

1.  Purpose of the Report 
 
1.1  This report details the Treasury Management Policy Statement, the Treasury 

Management Practices (TMPs) and the Investment Strategy for 2012/13, for 
adoption and approval by members. 

2.  Recommendations 

2.1  The Authority is recommended to: 

a) adopt, as part of its Financial Regulations the four clauses as 

recommended by CIPFAs ‘Treasury Management In the Public Services - 

Code of Practice’ (the Code), at Appendix 1; 

b) adopt the key principles of the Code as set out in paragraph 5.3 of the 

report; 

c) adopt the Treasury Management Policy Statement and Treasury 

Management Practices, at Appendix 2; and  

d) endorse the Investment Strategy and Plan for  2012/13, as set out in section 

6 of the report. 

  

3.  Implications 

 
3.1 Financial 

The interest returns from investments in place and planned are anticipated to 
substantially exceed (i.e. by more than £10,000) the budget target of £35,000 due to 
high cash balances available for investment. The £1million fixed rate deposit 
maturing 22

nd
 May 2013 will generate £32,500 alone.  

3.2 Equality 

There are no equality implications from this report. 

4. Background 

 
4.1  In March 2005 the Authority, in accordance with the Chartered Institute of Public 

Finance and Accountancy (CIPFA) Code of Practice for Treasury Management in 
Public Services (the Code), formally adopted: the clauses recommended by the 
Code; a Treasury Management Policy Statement; and Treasury Management 
Practices (TMPs). The Treasury Management Practices were updated in December 
2009 following Authority approval to allow deposits to be placed with UK high-street 
banks and building societies with an AAA to A- rating.  

5. Revised Code of Practice for Treasury Management in Public Services (the 

Code) 

5.1 A revised version of the Code was published in November 2011, and the revised 
documents for adoption are included as appendices to this report.  

5.2 The revised version of the Code further emphasises the requirement to assess the 
risk of failure by a counterparty, to meet its contractual obligations to an organisation 
under an investment, and requires an additional mid-term report to the Authority.  
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5.3 The Code identifies three key principles: 

 Key Principle 1 Public service organisations should put in place formal and 
comprehensive objectives, policies and practices, strategies and reporting 
arrangements for the effective management and control of their treasury 
management activities. 

 Key Principle 2 Policies and practices should make clear that the effective 
management and control of risk are prime objectives of their treasury 
management activities and that responsibility for these lies clearly within their 
organisations. Their appetite for risk should form part of their annual strategy, 
including any use of financial instruments for the prudent management of 
those risks, and should ensure that priority is given to security and liquidity.  

 Key Principle 3 They should acknowledge the pursuit of value for money in 
treasury management, and the use of suitable performance measures, are 
valid and important tools for responsible organisations to employ in support of 
their business and service objectives; and that within that context of effective 
risk management, their treasury management policies and practices should 
reflect this.  

5.4 CIPFA recommends, in Section 5 of the Code, that all public service organisations, 
adopt as part of their standing orders, financial regulations, or other formal policy 
documents appropriate to their circumstances, four clauses as set out in Appendix 1 
to this Item.  

5.5 The Treasury Management Policy Statement and Treasury Management Practices 
(Appendix 2 to this Item) have been amended to reflect the revised code and require 
adoption.  

6. Investment Strategy and Plan 2012/13 

6.1  The cash-flow requirements has been analysed based on the budget plan for 
2012/13, including the carry forwards for approval included in the 2012/13 to 2014/15 
Medium Term Budget Plan Update report, Item 6 on this agenda, of £303,800 and 
approximate assumptions around the cash flow requirements of the Sill project. 

6.2  Early analysis suggests there could be unallocated funds of £1.5m required in future 
years but probably not required in the current financial year.   

6.3  A one year enhanced fixed deposit has been placed with the National Westminster 
Bank of £1m, with a 3.25% interest rate. This will mature on the 22

nd
 May 2012. 

6.4  The strategy proposed is to deposit up to two more 12 month fixed rate deposits, but 
at staggered periods in the year.  Approximately July and October.  The two deposits 
will be for the remaining £0.5m of excess cash balances. Further cash flow 
forecasting will be done prior to this and the amounts deposited, and the period of 
the deposit may vary based on the updated information. An update will be provided 
in the mid-term report to members in September. 

6.5  Cash-flow in the next financial year will benefit from these staggered deposits 
maturing over a period of time, but prior to the final quarter of the year when cash 
balances are typically lower.   

6.6  The majority of the Authority’s funds are placed with the NatWest due to their 
competitive interest rates.  The NatWest currently meet the Authority criteria as a UK 
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high-street banks or building societies with an AAA to A- rating, by the three major 
rating agencies (Fitch, Moody’s and Standard & Poor’s). They are also majority 
owned by the UK government which provides additional protection.  There is an 
element of risk by not placing deposits with other institutions who meet the 
Authority’s criteria but whose rates are less favourable, however, whilst this may be 
deemed to be a low risk, future deposits of the majority of funds with NatWest should 
be informed by members appetite to risk.  

6.7  Other suitable institutions will be considered when placing the planned additional 12 

month deposits during 2012/13. 

6.8  The Authority’s Current Account is with Barclays Plc and all payments and receipts 
are made via that account. The cash requirement is forecast each month, and 
monthly transfers are made to and from the NatWest Direct Reserve as required. 
Placing the short term excess funds in the NatWest Direct Reserve obtains an 
interest rate of 1.26% and has the benefit of funds being available on demand.  

7. Performance Targets 

7.1  The target is to maximise interest receipts over the long term, without taking any 
undue risks.  

 

Contact Officer: 
For further information contact Hazel Fitzsimmons, Finance Manager on 01434 
611504 or e-mail: hazel.fitzsimmons@nnpa.org.uk 
 

Background papers  
None 
 
 

  

mailto:hazel.fitzsimmons@nnpa.org.uk
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FORMAL CLAUSES FOR ADOPTION 
 
The following clauses are recommended for adoption as part of the financial regulations: 
 
1.1 The Authority will create and maintain as the cornerstones of its treasury 

management activities: 

 A treasury management policy statement, stating the policies, objectives 
and approach to risk management of its treasury management activities. 

 Suitable treasury management practices (TMPS), setting out the manner 
in which the organisation will seek to achieve those policies and 
objectives, and prescribing how it will manage and control those activities. 
 

The content of the policy statement will follow the recommendations contained in 
the Code, subject only to amendment where necessary to reflect the particular 
circumstances of this organisation. Such amendments will not result in a material 
deviation from the Code’s key principles. 
 

1.2  The Authority will receive reports on its treasury management policies, practices 
and activities including an annual strategy and plan in advance of the year, a mid-
year review and an annual report after its close, in the form prescribed in its 
treasury management practices. 

 
1.3  The Authority delegates responsibility for the implementation and regular 

monitoring of its treasury management policies and practices to the Head of 
Corporate Services. Responsibility for the execution and administration of 
treasury management decisions is delegated to the Chief Financial Officer who 
will act in accordance with the Authority’s policy statement and treasury 
management practices and, if he /she is a CIPFA member, CIFPA’s Standard of 
Professional Practice for Treasury Management. 

 
1.4  The Authority nominates the Chief Executive to be responsible for ensuring 

effective scrutiny of the treasury management strategy and policies. 
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TREASURY MANAGEMENT POLICY STATEMENT 
 
The Authority defines its treasury management activities as: the management of the 
local authority’s investments and cash flows, its banking, money market and capital 
market transactions; the effective control of the risks associated with those activities; 
and the pursuit of optimum performance consistent with those risks. 
 
The Authority regards the successful identification, monitoring and control of risk to be 
the prime criteria by which the effectiveness of its treasury management activities will be 
measured. Accordingly, the analysis and reporting of treasury management activities will 
focus on their risk implications for the organisation, and any financial instruments 
entered into to manage these risks. 
 
The Authority acknowledges that effective treasury management will provide support 
towards the achievement of its business and service objectives. It is therefore committed 
to the principles of achieving value for money in treasury management, and to employing 
suitable comprehensive performance measurement techniques, within the context of 
effective risk management. 

 

 

TREASURY MANAGEMENT PRACTICES (TMP’s) 

 

TMP 1 RISK MANAGEMENT 
 
The Finance Manager will design, implement and monitor all arrangements for the 
identification, management and control of treasury management risk, will report at least 
annually on the adequacy/suitability thereof, and will report, as a matter of urgency, the 
circumstances of any actual or likely difficulty in achieving the Authority’s objectives in this 
respect, all in accordance with the procedures set put in TMP6 ‘Reporting requirements and 
management information arrangements’ below. 
 
In respect of each of the following risks, the arrangements, which seek to ensure 
compliance with these objectives, are set out. 
 

Credit and counterparty risk management 
The Authority regards a key objective of its treasury management activities to be the 
security of the principal sums it invests. Accordingly, it will ensure that its 
counterparty lists and limits reflect a prudent attitude towards organisations with 
which funds may be deposited, and will limit its investment activities to the 
instruments, methods and techniques referred to in TMP4 ‘Approved Instruments, 
methods and techniques’. It also recognises the need to have, and maintain, a 
formal counterparty policy in respect of those organisations with whom it may enter 
into investment arrangements.  
 
The Authority’s arrangements have been formulated to restrict the exposure to risk 
by taking account of the credit standing of counterparties. Investments are permitted 
with UK High Street Banks and Building Societies with AAA to A- ratings. Credit 
ratings remain a key source of information but it is important to recognise that they 
do have limitation. The credit ratings of all three major rating agencies (Fitch, 
Moody’s and Standard & Poor’s) will be used to ensure that commercial institutions 
satisfy the requirements of the current policy. Regard will also be given to generally 
available market information, such as the quality financial press, market data and 
information on government support for banks, including the ability and willingness of 
the government to provide adequate support. 
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Liquidity Risk Management 
The Authority will ensure that it has adequate, though not excessive cash resources, 
to enable it at all times to have the level of funds available to it which are necessary 
for the achievement of its business / service objectives o0ver the medium-term. 
 
The cash flow is reviewed monthly by the Finance Manager to estimate the funds 
required for the following month to meet known/ estimated liabilities. Transfers are 
made between the current account and the on demand higher interest account with 
the NatWest. Further cash flow analysis is undertaken to determine balances that 
are identified as not being for required within the next year, and these balances will 
be invested for longer periods up to a maximum of 2 years.  
 

Legal and Regulatory Risk Management 
The Authority will ensure that all of its treasury management activities comply with its 
statutory powers and regulatory requirements. It will demonstrate such compliance, if 
required to do so, to all parties with whom it deals in such activities. The Authority 
recognises that future legislative or regulatory changes may impact on its treasury 
management activities and, so far as it is reasonably able to do so, will seek to 
minimise the risk of these impacting adversely on the Authority. 
 

Fraud, Error and Corruption and Contingency Management 
The Authority will ensure that it has identified the circumstances which may expose it 
to the risk of loss through fraud, error, corruption or other eventualities in its treasury 
management dealings. Accordingly, it will employ suitable systems and procedures, 
and will maintain effective contingency management arrangement, to these ends.  
 
Internal control systems are in place and documented to ensure all financial 
transactions are duly authorised.  The transmission of funds whether by cheque or 
electronically requires two signatories. Authorised signatories are restricted to 
members of the Leadership Team or the Finance Manager.  
 

Risks identified in the Code that are not applicable to this Authority have not been included 
ie exchange rate risk. 

 

TMP2 PERFORMANCE MEASUREMENT 
The Authority is committed to the pursuit of best value in its treasury management activities, 
and to the use of performance methodology in support of this aim, within the framework set 
out in its treasury management policy statement. 
 
Accordingly, the treasury management function will be the subject of ongoing analysis of the 
value it adds in support of the Authority’s stated business or service objectives. It will be the 
subject of regular examination of alternative methods of service delivery and of the scope 
for other potential improvements. 

 

TMP3 DECISION-MAKING AND ANALYSIS 
The Authority will maintain full records of its treasury management decisions and of the 
processes and practices applied in reaching those decisions, both for the purposes of 
learning from the past and for demonstrating that reasonable steps were taken to ensure 
that all issues relevant to those decisions were taken into account at the time. 
 
When investment decisions are taken, the existing cash flow requirements, and market 
conditions will be considered, prior to setting the optimum period of the investment. The 
credit worthiness of counterparties will be considered. Records are kept of all investments, 
and the decision making process in reaching that decision is documented.  
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TMP4 APPROVED INSTRUMENTS, METHODS AND TECHNIQUES 
The Authority will undertake its treasury management activities by employing only those 
instruments, methods and techniques to be detailed below and within the limits and 
parameters defined in TMP1 Risk Management. 
 
In September 2009 the Authority approved investments must be placed within institutions 
who fulfil the following criteria - UK High Street Banks and Building Societies, with an AAA to 
A- credit rating, as rated by all three major rating agencies (Fitch, Moody’s and Standard & 
Poor’s). 
 
The Authority will not commit funds to be deposited in banks for more than 2 years. The 
maximum deposit, in any one transaction will be no more than £1.5m. Where the institution 
is not majority owned / controlled by the government, the maximum investment in any one 
bank will be £1m or 50% of the planned deposits in any one year (whichever is the smaller).  
 

TMP5 ORGANISATION, CLARITY AND SEGREGATION OF RESPONSIBILITIES AND 

DEALING ARRANGEMENTS 
The Authority considers it essential for the purposes of the effective control and monitoring 
of its treasury management activities, for the reduction of the risk of fraud and error and for 
the pursuit of optimum performance, that these activities are structured and managed in a 
fully integrated manner and that there is at all times a clarity of treasury management 
responsibilities. 
 
The principles on which this will be based is a clear distinction between those charged with 
setting treasury management policies (the Authority) and those charged with implementing 
and controlling these policies, particularly with regard to the execution and transmission of 
funds, the recording and administering of decisions (Finance Manager); regular review and 
monitoring (the Head of Corporate Services) and the audit and review / scrutiny of the 
treasury management function (Internal Audit / Chief Executive). 
 
If and when the Authority intends, as a result of lack of resources or other circumstances, to 
depart from these principles, the Finance Manager will ensure that the reasons are properly 
reported in accordance with TMP6 Reporting requirements and management information 
arrangements, and the implications properly considered and evaluated. 
 
The Finance Manager will ensure that there are clear written statements of responsibilities 
for each post engaged in treasury management and the arrangements for absence cover. 
 
The Finance Manager will ensure there is proper documentation for all deals and 
transactions, and that procedures exist for the effective transmission of funds. 
 
The Finance Manager will fulfil all delegated responsibilities in accordance with the 
Authority’s Policy and TMP’s 
 

TMP6 REPORTING REQUIREMENTS AND MANAGEMENT INFORMATION 

ARRANGEMENTS 
The Authority will ensure that regular reports are prepared and considered on the implication 
of its treasury management policies; on the effects of decisions taken and transactions 
executed in pursuit of those policies; on the implications of changes, particularly budgetary, 
resulting from regulatory, economic, market or other factors affecting its treasury 
management activities; and on the performance of the treasury management function. 
 
As a minimum the Authority will receive: 
 

 An annual report on the strategy and plan to be pursued in the current year. 
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 A mid-year review, which will be incorporated into the quarterly budget performance 
reports. 

 An annual report on the performance of the treasury management function, on the 
effects of the decision taken and the transactions executed in the past year, and on 
any circumstances of non-compliance with the treasury management policy 
statement and TMPs. This will be incorporated into the Financial Outturn Report. 

 
The Treasury Management Policy Statement and the TMPs shall be reviewed by the 
Finance Manager on an annual basis, reporting to the Authority as part of the annual report 
on the strategy and plan will be required, if any changes are made as a result of that review.  

 

TMP7 BUDGETING, ACCOUNTING AND AUDIT ARRANGEMENTS 
The Head of Corporate Services, in consultation with Finance Manager, will prepare and the 
Authority will approve an annual budget target for bank interest taking into account matters 
required by statute or regulation and the TMPs. The Head of Corporate Services will 
exercise effective controls over this budget and report on and recommend any required 
changes in accordance with TMP6 Reporting requirements and management information 
arrangements. 
 
The Authority will account for its treasury management activities, for decisions made and 
transactions executed, in accordance with appropriate accounting practices and standards, 
and with statutory and regulatory requirements in force for the time being.  
 
The Authority will ensure that its auditors and those charged with regulatory review, have 
access to all information and papers supporting the activities of the treasury management 
function for the proper fulfilment of their roles and that such information and papers 
demonstrates compliance with external and internal policies and approved practices. 

 

TMP8 CASH AND CASH FLOW MANAGEMENT 
Unless statutory or regulatory arrangements demand otherwise, all monies in the hands of 
the Authority will be under the control of the Finance Manager and will be aggregated for 
cash flow and investment management purposes. Cash flow projections will be prepared on 
a regular and timely basis and the Finance Manager will ensure that these are adequate for 
the purposes of monitoring compliance with TMP1 liquidity risk management. 
 

TMP9 MONEY LAUNDERING 
The Authority is alert to the possibility that it may become subject of an attempt to involve it 
in a transaction involving the laundering of money. Accordingly it will maintain procedures 
for verifying and recording the identity of counterparties and reporting suspicions, and will 
ensure that staff involved in treasury transactions are properly trained. The source of all 
monies received by the Authority is required to be identified. Any unbudgeted income or 
receipts which had not been budgeted or at the least anticipated will be investigated. 
 

TMP10 TRAINING AND QUALIFICATIONS 
The Authority recognises the importance of ensuring that all staff involved in the treasury 
management function are fully equipped to undertake the duties and responsibilities 
allocated to them. It will therefore seek to appoint individuals who are both capable and 
experienced and will provide training for staff to enable them to acquire and maintain an 
appropriate level of expertise, knowledge and skills. The Finance Manager will recommend 
and implement the necessary arrangements.  
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TMP11 USE OF EXTERNAL SERVICE PROVIDERS 
The Authority recognises that there may be potential value in employing external providers 
of treasury management services in order to acquire access to specialist skills and 
resources. There are currently no arrangements in place to employ external providers. A 
detailed practice will be developed if and when their employment is to be seriously 
considered.  
 

TMP12 CORPORATE GOVERNANCE 
The Authority is committed to the pursuit of proper corporate governance throughout its 
business and services, and to establishing the principles and practices by which this can be 
achieved. Accordingly the treasury management function and activities will be undertaken 
with openness and transparency, honesty, integrity and accountability. 
 
The Authority has adopted and implemented the key principles of the Code. This together 
with other the arrangements detailed in this document, are considered vital to the 
achievement of proper corporate governance in treasury management, and the Chief 
Finance Officer, will monitor and, if and when necessary, report upon the effectiveness of 
these arrangements. 


