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1. Purpose and scope 

This Strategy sets out how the Council invests public funds prudently on behalf of 

residents, giving priority to Security, then Liquidity, and only then Yield (the 'SLY' 

hierarchy). It applies to all financial investments made for treasury management 

purposes and to any other investments the Council may hold. 

1.1. Applicable guidance and codes:  

This Strategy has been prepared having regard to the Department for Levelling 

Up, Housing and Communities (DLUHC) Statutory Guidance on Local 

Government Investments (third edition, effective from 1 April 2018), issued under 

section 15(1)(a) of the Local Government Act 2003; and proportionately to the 

CIPFA Treasury Management Code (2021) and the CIPFA Prudential Code 

(2021). 

1.2. Operational security and transparency:  

To safeguard the Council’s operations and reduce the risk of financial crime, this 

published Strategy does not include real‑time investment holdings, specific 

account identifiers (for example, sort codes or account numbers), or day‑to‑day 

bank balances. Detailed counterparty schedules are maintained internally and 

reported to Members; public reporting is aggregated and time‑lagged, consistent 

with the transparency principle and the allowance for operational sensitivities in 

the Local Government Transparency Code. 

2. Objectives 

The Council’s investment objectives are:  

(i) Security - protect the capital sum from loss.  

(ii) Liquidity - ensure funds are available when needed.  

(iii) Yield - seek an appropriate return commensurate with the first two. 

In balancing risk and return, the Council is risk‑averse and does not seek to 

maximise returns at the expense of undue risk. 

3. Governance, roles, and reporting 

3.1. Full Council approves this Strategy annually and any in‑year material 

changes. The Finance, Governance & Asset Management (FGAM) Committee 

monitors performance at least quarterly and recommends adjustments. The 

Responsible Finance Officer (RFO) implements the Strategy within delegated 

limits and reports at least quarterly on balances, liquidity, compliance, and 

returns. 
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3.2. Knowledge & Skills. The RFO will ensure that members and officers with 

treasury responsibilities receive proportionate training; a training log will be 

maintained and refreshed at least annually in line with the CIPFA Codes. 

4. Legal and regulatory framework 

4.1. The Council will not borrow to invest primarily for financial return, in line with 

the Prudential Framework and Public Works Loan Board (PWLB) lending terms 

(which restrict borrowing where capital plans include assets bought primarily for 

yield). 

4.2. Financial Services Compensation Scheme (FSCS): The deposit protection 

rose to £120,000 per eligible person per firm on 1 December 2025, but parish 

and town councils are public authorities and generally not eligible unless classed 

as a ‘small local authority’ (annual budget ≤ £500,000, assessed using the 3 July 

reference rate). The Council will therefore manage counterparty risk via 

diversification and quality criteria rather than reliance on FSCS cover. 

4.3. Proper practices used for smaller authorities (AGAR) are set out in the 

Practitioners’ Guide (2024/2025 editions), which the Council follows 

proportionately. 

 

5. Investment categories 

5.1. Specified investments (high security and liquidity, sterling, maturity ≤ 12 

months).  

Permitted instruments include: UK Government instruments and facilities; 

deposits with UK banks/building societies/local authorities/public bodies meeting 

the Council’s credit criteria; and short‑term sterling money market funds (MMFs) 

authorised in the UK and meeting the Council’s ‘high credit quality’ test. The 

Council will define ‘high credit quality’ in its counterparty criteria and keep it under 

review. 

5.2. Non‑specified investments (any investment not meeting 5.1). 

May include longer‑dated deposits (more than 12 months); pooled funds (for 

example, multi‑asset, bond, equity income, or property funds); and externally 

managed mandates within this Strategy. Any non‑specified investment requires 

FGAM recommendation and Full Council approval supported by due diligence 

(see section 9). 
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6. Risk management 

6.1. Liquidity:  

Maintain instant access or next‑day liquidity of at least the higher of (i) three 

months’ net revenue expenditure (NRE), or (ii) £500,000; and ladder maturities to 

align with cash‑flows such as precept receipts, payroll, and known projects. 

6.2. Credit quality:  

Sovereign/DMO permitted; banks/building societies must be UK‑incorporated, 

PRA‑authorised with minimum long‑term rating A‑ (or equivalent) and a robust 

short‑term score; unrated institutions only where alternative due diligence meets 

the ‘high credit quality’ test; local authorities/public bodies permitted where due 

diligence supports capacity to repay. The RFO will monitor ratings and market 

intelligence and suspend or adjust limits where necessary. 

6.3. Diversification & limits (apply to total investments):  

Single UK banking group (unsecured) ≤ 35% or £1.25m (whichever is lower); all 

MMFs combined ≤ 60%; single MMF ≤ 35%; local authority/public body deposits 

≤ 40%; single authority ≤ 20%; all non‑specified investments combined ≤ 40%; 

single non‑specified pooled fund/mandate ≤ 20% or £1.0m (whichever is lower). 

Limits are reviewed annually. 

6.4. Market and interest‑rate risk:  

Stagger notice/fixed terms and avoid concentrations around single reset dates; 

recognise capital volatility/liquidity risks for pooled funds (especially property 

funds) and ensure holding horizons (typically 3-5+ years for non‑cash pooled 

funds) match risk/return objectives. 

6.5. Fraud/AML/operational controls:  

Dual/triple authority for payments, bank mandate controls, documented dealing 

procedures, segregation of duties and Anti-Money Laundering (AML)/Know Your 

Customer (KYC) compliance; minimise publication of operationally sensitive 

details. 

7. Knowledge and skills; use of advisors 

7.1. The Council maintains proportionate knowledge and skills arrangements for 

Members and officers with treasury responsibilities, including induction and 

refresher training. 
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7.2. External advisers or managers may be appointed where appropriate; 

contracts will require compliance with this Strategy. Performance will be reported 

at least annually. 

8. Ethical and Responsible Investment  

8.1. The Council integrates ethical and responsible investment (ESG) 

considerations into treasury decisions without compromising Security and 

Liquidity. Where two options are otherwise equivalent on S‑L‑Y, preference will 

be given to the option with stronger ESG standards. This reflects the Codes’ 

expectation to address ESG within risk management practices. 

8.2. Minimum standards and proportionate exclusions are applied through the 

counterparty due‑diligence process; decisions remain evidence‑based and within 

the Council’s fiduciary duty. 

9. Additional governance for Non‑specified investments 

Before entering or increasing exposure to non‑specified investments, the RFO 

will submit a due‑diligence report to FGAM covering:  

(i) Fit with S‑L‑Y and time horizon,  

(ii) Manager authorisation/governance,  

(iii) Risk assessment (credit/market/liquidity/valuation),  

(iv) Proportionality relative to reserves and revenue,  

(v) Monitoring, and  

(vi) Triggers for review or exit. 

10. Delegations 

10.1. Day‑to‑day decisions are delegated to the RFO, who may place, withdraw 

or switch funds within section 6 limits. 

10.2. The RFO may open/close accounts and sign mandates consistent with this 

Strategy and Financial Regulations. 

10.3. Any new instrument type or any non‑specified investment requires Full 

Council approval (section 5.2). 

11. Performance measurement and reporting 

11.1. Quarterly to FGAM: schedule of investments by sector/type and tenor; 

average yield; liquidity ratio; policy compliance and any breaches (with corrective 

actions). 
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11.2. Annually to Full Council: outturn report, compliance statement, and 

proposals for the next year. Public reporting will be aggregated and time‑lagged, 

and this Strategy is prepared and approved annually with any material in‑year 

changes taken to Full Council for approval. 

12. Banking arrangements 

The Council maintains operational banking with UK PRA‑authorised institutions. 

Detailed arrangements and mandates are maintained internally by the RFO and 

are not published for operational security reasons. 

13. Publication and review 

13.1. This Strategy is reviewed annually by FGAM and approved by Full Council 

before the start of each financial year. 

13.2. The Strategy will be published on the Council’s website alongside AGAR 

materials to support transparency. 
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APPENDIX: 

 

A: Counterparty and instrument limits 

See section 6.3. Limits are reviewed annually to remain proportionate to portfolio size 

and risk. 

B: Glossary of Terms and Abbreviations 

SLY: Security, Liquidity, Yield - the risk‑ordering principle for treasury investments. 

DLUHC: Department for Levelling Up, Housing & Communities - issues the Statutory 

Guidance on Local Government Investments. 

LGA 2003: Local Government Act 2003 - statutory basis for investment powers (s.12) 

and the duty to have regard to guidance (s.15). 

CIPFA: Chartered Institute of Public Finance and Accountancy - publishes the Treasury 

Management Code and Prudential Code (2021). 

PWLB: Public Works Loan Board - HM Treasury lending facility; access restricted where 

plans include assets bought primarily for yield. 

FSCS: Financial Services Compensation Scheme - UK depositor protection; councils 

are generally not eligible unless classed as a small local authority (annual budget ≤ 

£500,000). 

AGAR: Annual Governance & Accountability Return - transparency return under proper 

practices for smaller authorities. 

MMF: Money Market Fund - regulated pooled cash vehicle for short‑term liquidity; 

commonly LVNAV structure in the UK. 

LVNAV: Low Volatility Net Asset Value - MMF type dealing at a constant £1 price within 

a defined collar under UK MMF rules. 

FGAM: Finance, Governance & Asset Management Committee - receives quarterly 

reports and recommends to Full Council. 

NRE: Net Revenue Expenditure - used to size the liquidity floor (for example, three 

months’ NRE). 

DMO: UK Debt Management Office - HM Treasury agency for government debt/cash; 

operates the Debt Management Account Deposit Facility (DMADF), which allows eligible 

public bodies to place fixed-term deposits with HM Government. 

PRA: Prudential Regulation Authority - prudential supervisor of UK banks/building 

societies; sets depositor‑protection rules (FSCS framework). 

AML / KYC: Anti‑Money Laundering / Know Your Customer - operational controls for 

account opening, mandates and dealing. 
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ESG: Environmental, Social and Governance - proportionate considerations within 

treasury risk management. 

RFO - Responsible Finance Officer - implements the Strategy and reports to Members. 

 

 


