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APPENDIX A
to Paper No 18-87

WANDSWORTH BOROUGH COUNCIL

TREASURY POLICY STATEMENT - FEBRUARY 2018

1. SCOPE OF CORPORATE TREASURY MANAGEMENT

1.1 Treasury management activities are defined as the ‘management of the Council’s 
cash flows, 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, supporting the achievement of the Council’s 
business and service objectives.’

1.2 All cash, bank balances, financial assets, borrowings and credit arrangements held 
or made by any person in the course of their employment by the Council fall within 
the scope of Corporate Treasury Management, apart from items specifically 
excepted for this purpose by the Executive.  The current exceptions are:

(i) Funds held as cash and as bank balances, and managed by officers of the 
Education and Youth Services for the purposes of school journey grants, and 
voluntary funds;

(ii) Funds held as cash and as bank balances and managed by officers of Adult 
Social Services and Children’s Services Departments’ Care Establishments for 
small items of expenditure and on behalf of residents;

(iii) Funds held in bank accounts for school disbursements and managed by 
officers in schools that have exercised their right to use different bankers from 
the Council; and

(iv) Pension Fund investments and balances under the control of investment 
managers appointed by the Pensions Committee.

2. ADMINISTRATION

2.1 The Director of Resources’ responsibilities for Treasury Management are prescribed 
in the Council’s Financial Regulations.  Corporate Treasury Management is part of 
the statutory responsibility of the Director of Resources under Section 151 of the 
Local Government Act 1972, and no other Council, or school employee is authorised 
to borrow or make credit arrangements on behalf of the Council.

2.2 Subject to 2.3 below, the Director of Resources has delegated authority in relation to 
Treasury Management as follows:

(i) To invest any surplus balances of the Council’s funds other than the Pension 
Fund and to sell investments for the purpose of re-investment or to meet the 
needs of a particular fund;
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(ii) to administer the Council’s external debt within the ambit of any policy as to 
borrowing which the Council may have from time to time determined, and 
specifically:

(a) to raise, repay, renew and otherwise vary the terms of the loans;  and

(b) to enter into any collateral agreements necessary to facilitate effective 
debt management; and

(iii) to negotiate and enter into leasing agreements in order to finance the 
acquisition of vehicles, plant and equipment and to enter into any collateral 
agreements necessary to facilitate an effective leasing policy.

2.3 The Director of Resources shall submit for the approval of the full Council by 31st 
March of each year, a Treasury Policy Statement defining the overall arrangements 
and strategy for the ensuing financial year, a report on the exercise of his delegated 
authority by 30th September in the following financial year, and a mid-year review 
report.  Such statements and reports will have regard to good professional practice 
and relevant codes such as the CIPFA Guide to Treasury Management in the Public 
Services.  The Policy Statement shall distinguish between general strategy, which 
shall be followed without exception, and strategy specific to the circumstances 
foreseen for the coming year, from which the Director may depart if changed 
circumstances so require provided that the departure shall be reported to the next 
available meeting of the Finance and Corporate Resources Overview and Scrutiny 
Committee, the Executive and the Council.  The Director may depart from the policy 
to act upon the lowest credit rating of the three credit rating agencies when making 
investment decisions, following consultation with the Cabinet Member for Finance 
and Corporate Resources, if circumstances become such that investment 
opportunities under this policy are so restricted that it is not possible to place 
investments other than with the DMADF.  

2.4 Day-to-day Treasury Management responsibilities shall be handled by the Financial 
Management Division of the Resources Department, in accordance with a Treasury 
Systems Document.  The Treasury Systems Document shall contain details of the 
Council’s Treasury Management Practices, including how the Council manages and 
controls the relevant activities.

2.5 Treasury Management activities and issues shall be reviewed at least monthly at the 
Treasury Management meeting within the Resources Department chaired by the 
Director and attended by the Assistant Director (Financial Management).  This 
meeting makes strategic decisions relating to items such as structure of investments 
and timing of long-term borrowing.  The Director of Resources or, in his absence the 
Assistant Director of Financial Management may authorise changes in strategy 
previously defined at a monthly meeting if circumstances require.

2.6      Treasury Management advisers shall be appointed at least once within the lifetime of 
each Council to carry out an independent review of the Council’s Treasury 
Management activities.
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3. GENERAL STRATEGY

3.1 Corporate Treasury Management will be conducted in a manner that regards the 
successful identification, monitoring, and control of risk as of prime importance, and 
accordingly the analysis and reporting of treasury management will include a 
substantial focus on the risk implications, and employ suitable performance 
measurement techniques within the context of effective risk management.

3.2 Investment:

3.2.1 Cash Balances.  The Council shall not borrow in order to make financial investments.  
Investment of the Council’s surplus cash balances (other than the exceptions listed 
under longer term investments) shall be for up to 364 days through brokers in the 
sterling money market, through an investment firm in Certificates of Deposit (CDs), 
directly through the Government’s Debt Management Account Deposit Facility 
(DMADF), or directly with sterling AAA rated money market funds.  Investments may 
also be placed directly with institutions where more attractive interest rates can be 
obtained than by investing through brokers.  Where money market funds are used, 
the choice of fund shall be determined at the monthly Treasury Management 
meeting within the Resources Department, as described in paragraph 2.5 above.  
Around £80 million of the portfolio shall be invested for 3 months or less, and the 
remaining balance shall be invested for periods of between 3 months and 364 days, 
except in the case of longer-term investments referred to in paragraph 3.2.4.

3.2.2 Investments shall, subject to the exceptions listed under long term investments in 
paragraph 3.2.4, be placed with institutions in accordance with the following criteria 
shown in the table and sub-paragraphs below.  Any non-UK financial institution must 
have a country of origin with a sovereign credit rating of at least AA.

 
Policy 
para
3.2.2

Short-
term 

rating

Long 
–term 
rating

Short-
term 

watch

Institution Maximum 
Investment

Maximum 
Investment 
> 6 months

(a) F1+ AA- Not 
Negative UK or non-UK £50m £30m

(b) UK Local Authority or 
precepting authority £100m £100m

(c) F1+ AA- Negative UK or non-UK £20m nil

(d) F1+ A Not 
Negative UK or non-UK £20m £20m

(e) F1+ A Negative UK or non-UK £10m nil

(f) F1 A Not 
Negative UK or non-UK £10m £10m

(g) F1 A+ Negative UK or non-UK £5m nil

(h) F1 A Not 
Negative

UK or non-UK – 2 out of 3 
rating agencies £10m 3 months 

only

(i) Royal Bank of Scotland/Nat 
West PLC £50m Overnight 

only
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(a) up to £50 million with UK or non-UK institutions with a Fitch credit rating of at 
least F1+ short-term, AA- long-term, and a short-term watch that is not negative, 
(or equivalent under Moody’s or Standard and Poor’s), and where generally no 
more than £30 million is placed for periods longer than 6 months; 

(b) up to £100 million with other UK local authorities or precepting authorities;

(c) up to £20 million for a maximum of 6 months with UK or non-UK institutions with 
a Fitch credit rating of at least F1+ short-term, AA- long-term, and a short-term 
watch that is negative (or equivalent under Moody’s or Standard and Poor’s);

(d) up to £20 million with UK or non-UK institutions with a Fitch credit rating of at 
least F1+ short-term, A long-term, and a short-term watch  that is not negative 
(or equivalent under Moody’s or Standard and Poor’s); 

(e) up to £10 million for a maximum of 6 months with UK or non-UK institutions with 
a Fitch credit rating of at least F1+ short-term, A long-term, and a short-term 
watch that is negative (or equivalent under Moody’s or Standard and Poor’s);

(f) up to £10 million with UK or non-UK institutions with a Fitch credit rating of at 
least F1 short-term, A long-term, and a short-term watch  that is not negative (or 
equivalent under Moody’s or Standard and Poor’s); 

(g) up to £5 million for a maximum of 6 months with UK or non-UK institutions with a 
Fitch credit rating of at least F1 short-term, A+ long-term, and a short-term watch 
that is negative (or equivalent under Moody’s or Standard and Poor’s); 

(h) up to £10 million with UK or non-UK institutions for a maximum of 3 months 
where 2 out of 3 credit rating agencies have a Fitch credit rating of at least F1 
short-term, A long-term, and a short-term watch that is not negative (or 
equivalent under Moody’s or Standard and Poor’s); and

(i) up to £50 million with Royal Bank of Scotland/Nat West PLC overnight only.

The credit ratings from Fitch, Moody’s and Standard and Poor’s shall be reviewed on 
a monthly basis and before any investment is placed, and the lowest of the three will 
be used.

The above investment criteria shall be regarded as maximum levels and due 
regard shall be had to market conditions.  Restrictions on the above limits may 
be placed from time to time on a temporary basis by the Director of Resources 
or in his absence the Assistant Director of Financial Management.  Any such 
temporary restrictions applied shall be reported to the next available meeting of 
the Finance and Corporate Resources Overview and Scrutiny Committee, the 
Executive and the Council.

3.2.3 Money Market Funds and Short Dated Income Funds.  Investments may also be 
placed directly in sterling money market funds (MMFs) with AAA ratings or with Short 
Dated Income Funds with AA ratings. Investments shall be placed in accordance 
with the following criteria:- 
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a) These Funds may be either short dated funds with daily liquidity or slightly longer 
dated funds with a short notice period. The choice of fund is to be determined at the 
monthly Treasury Management meeting within the Resources Department, as 
described in paragraph 2.5 above. Daily operation of the funds will be managed by 
the Treasury Management Team within the Financial Management Division. 

b) The maximum overall limit for the use of MMFs and Short Dated Income Funds shall 
be 50% of total investments. 

c) The maximum limit for each counterparty with AAA rating shall be £50 million.

d) Each MMF shall have as a minimum AAA credit rating from one of the three main 
credit rating agencies and, if the Fund has more than one rating, each rating shall be 
AAA. 

e) Each Short Dated Income Fund shall have as a minimum AA credit rating from one 
of the three main credit rating agencies.

f) The maximum investment placed in any Fund shall not exceed 7.5% of the total 
assets under management in the Fund.

g) For a AA rated Short Dated Income Fund, the maximum investment in any Fund 
shall not exceed £5 million, or 7.5% of assets under management, whichever is the 
lower.

3.2.4 Longer Term Investments.  Investments for periods longer than 364 days must be 
authorised by the Director of Resources and placed in accordance with the following 
criteria:-

a) Investments shall be for no longer than two years, unless specifically identified as 
one of the exceptions under b) below. The amount that can prudently be invested for 
longer than 364 days, but for no longer than two years must relate to forecasts of 
investments taking into account foreseeable net spending needs and allowing for 
adequate reserves and contingencies. As investment levels are expected to remain 
above £300 million for the next two years, a prudent limit for the maximum amount to 
be invested for longer than 364 days but for no longer than two years is £150 million. 
Investments over 364 days shall not exceed £50 million with any individual 
counterparty. 

b) Investments may be placed for periods longer than two years as follows. Any such 
investments will not count against the £150 million limit in a) above.

(i) Up to £25 million may be placed in a Property Fund that is set up under a 
scheme approved by HM Treasury so that it does not count as capital 
expenditure. 

(ii) Up to £50 million may be placed in a Covered Bond. The bond will have a 
maturity period of no longer than three years and will have a credit rating of 
AAA from at least one of the three credit rating agencies. If the bond issuer is 
one of the institutions on the Council’s investment list this investment will not 
count against the limit for that counterparty under paragraph 3.2.2. 



Treasury Policy Statement

(Paper No. 18-87)
Page 6 of 8

(iii) Loans may be made to Staff Mutuals, other Service Providers or Voluntary 
Organisations at market rates of interest. The detailed terms of each loan will 
be determined on an individual basis by the Director of Resources, subject to 
an overall maximum limit of £5 million per loan.

(iv)Loans may be made through bond instruments issued by any Joint Venture 
arrangement or vehicle set up for the purpose of regenerating the Council’s 
housing estates. Any such investment shall not exceed £50 million. 

(v) Loans may be made to Wandsworth based Business Improvement Districts 
(BIDS) for start up loans at up to market rates of interest to an overall 
maximum limit of £1 million. 

(vi)  Investments may be made from the Pensions Resilience Reserve and other 
cash balances up to an aggregate limit of £50 million for around five years, 
subject to meeting the criteria to not count as capital expenditure. The following 
classes of assets may be utilised –Individual Corporate Bonds (grade BBB and 
above), Fixed Income Funds, Equity Funds and Mixed Asset Funds (including 
Multi Asset Credit). In addition investments may be made in products akin to 
those currently used by the Pension Fund. Where practicable, suitable hedging 
arrangements will be made on all such investments; however it is recognised 
that hedging (outside a fund) against downside risk will often be cost 
prohibitive therefore risk management will focus on diversification. To that end 
the total amount invested with any one manager and/or asset class shall not 
exceed £20 million or country by £25 million unless capital appreciation takes 
an initial investment over that value.

(vii) The investment of amounts set aside from HRA reserves for repayment of 
long-term PWLB loans which may be invested for longer periods, as long as 
the maturity date is no later than the maturity date of the long-term PWLB loan.

  
3.3 No credit arrangements shall be undertaken except -

(a) leases of land and buildings approved by the Executive or under powers 
delegated to the Head of Property or another officer; and

(b) finance leases for vehicles, plant, and equipment on terms more favourable 
than realisation of investments.

3.4 Generally, at least 90%, and always at least 80%, of the Council’s borrowing shall be 
taken in the form of loans raised for a period in excess of one year and, if 
practicable, with an average original period of at least six years. Long-term loans 
shall be taken up either through brokers in the sterling money market, the Public 
Works Loan Board (PWLB), or by the issuing of a bond.
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4. STRATEGY FOR 2018/19.  

4.1 The following table considers the outlook for investment and debt levels for the 
period 2018/19 to 2020/21 taking into account estimates of major cash flow 
movements. 

2018/19 2019/20 2020/21
£'m £'m £'m

Estimated investments 1st April 520.0 384.1 345.8
Estimated debt 1st April -120.4 -103.2 -86.0
Deposit facilities for other bodies & funds -0.5 -0.5 -0.5
Net investments/debt 1st April 399.1 280.4 259.3

Deduct
Capital payments - general -71.0 -47.4 -6.1
Capital payments - HRA -199.5 -77.9 -20.8
Payment of capital receipts to 
Government -2.6 -2.6 -2.6
Net Movement in funds, reserves & -131.9 -76.3 -8.1
provisions

Add

Capital receipts
         

17.8 
            

9.9 
            

10.2 
Capital grants 87.4 51.2 16.7
Revenue provision for capital & credit 181.1 122.0 41.1
liabilities

In-year net cash movement before loans -118.7 -21.1 30.4

Net investments/debt 31st March 280.4 259.3 289.7
Estimated investments 31st March 384.1 345.8 359.0
Estimated debt 31st March -103.2 -86.0 -68.8
Deposit facilities for other bodies -0.5 -0.5 -0.5

Repayment of debt 17.2 17.2 17.2
Change in use of deposit facilities 0.0 0.0 0.0

4.2 The Council is expected to begin the year with investments of around £520 million.  
Repayments of £17.2 million of new PWLB loans taken up for the HRA on 28th March 
2012 will fall due during the year. The estimated movements for the following two years 
based upon current cash flows show that investments are likely to reduce below £400 
million as the HRA Regeneration schemes progress and the level of other balances 
falls. These cash flows do not currently allow for all potential expenditure relating to 
regeneration schemes in Roehampton and Battersea or the new council-led 
development programme which will be modelled into cash flows in due course. 



Treasury Policy Statement

(Paper No. 18-87)
Page 8 of 8

 
4.3 Affordable Borrowing Limit and Operational Boundary for 2018/19   The Council has to 

set an affordable borrowing limit and operational boundary for 2018/19 under Section 3 
of Part 1 of the Local Government Act 2003. This limit refers only to gross borrowing, 
ignoring investments, and it is intended that it reflect the maximum amount that a local 
authority decides that it can afford to borrow. This limit was set at £155 million in 
February 2017 for 2017/18, reflecting the existing long-term borrowing of £138 million at 
1 April 2017, and allowing for the possibility of borrowing for a “spend-to-save” scheme 
and short-term fluctuations in cash flows, including deposit facilities offered to other 
bodies and external funds, such as the North East Surrey Crematorium Board. Long-
term borrowing is expected to be £120 million at 1st April 2018 and no new long-term 
borrowing is currently planned. A limit of £140 million is therefore proposed for the 
affordable borrowing limit and operational boundary for 2018/19, reflecting the existing 
borrowing and allowing for other possible requirements.

_______________

The Town Hall
Wandsworth
SW18 2PU
13th February 2018


