Appendix 2

Treasury Management Policy

Whilst considerations, such as interest rate forecasts, will inevitably inform the
Treasury Management Strategy to be adopted over the coming year(s), account
must also be taken of certain fundamental parameters that the Council must work
within. These may include political, environmental, social, technical, economic and
legislative factors and form the basis of the Treasury Management Policy that
underpins the Strategy.

The following statement therefore, constitutes the Treasury Management Policy of
the Council. Adherence to its requirements is mandatory for all matters relating to
Treasury management and Investment.

Definition

The Council defines its treasury management activities as:

“The management of the Council’s investments and cashflows, its banking, money
market and capital market transactions; the effective control of the risks associated
with those activities and the pursuit of the optimum performance consistent with
those risks.”

Objectives and Purpose

The Council 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 Council and any financial
instruments entered into to manage these risks.

The Council 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.

The objectives of the policy are to: -
e support the quality and status of Treasury Management;
e provide guidance on the proper practices to be employed for treasury
management.

The purpose of this policy is to give guidance and advice on such matters as: -



e the allocation of responsibility among the relevant staff;

e reconciliation of the need for rapid decisions on dealing with the need
to be accountable for use of delegated authority;

e mechanisms to satisfy the statutory obligations placed upon the
Monitoring Officer and the Section 151 Officer;

e good practice in reporting at various levels in the Council.

Procedure

All investments of money under the Council’s control shall be made in the name of
the Council or in the name of the nominees approved by the Council. Bearer
securities shall be excluded from this regulation, but any purchase of such securities
shall be reported to the Council.

All borrowings shall be effected in the name of the Council and must be authorised
by the Section 151 Officer (subject to the Policy on Delegation set out below).

All money in the hands of the Council shall be under the control of the Section 151
Officer.

The Section 151 Officer shall be the Council’s Registrar of Bonds and shall maintain
records of all borrowings of money by the Council.

All officers acting as trustees by virtue of their official position shall deposit all
securities, etc. relating to the trust with the Head of Legal Services unless the deed
otherwise provides.

Formulation of Treasury Management/ Investment.

At or before the start of the financial year, the Section 151 Officer shall report to the
Council on the Treasury Management Strategy it is proposed to adopt for the coming
financial year (including prudential indicators for the coming three financial years). At
the same time the Council will consider for adoption for the coming financial year an
Annual Investment Strategy.

Borrowing Policy

Revenue budget stability is desirable and with this in mind the Council would usually
borrow the majority of its long-term funding needs at long-term fixed rates of interest.
Short-term and variable rate loans will only be borrowed to the extent that they either
offset short-term and variable rate investments or can be shown to produce revenue
savings.



The Council will set an affordable borrowing limit each year in compliance with the
Local Government Act 2003 and will have regard to the CIPFA Prudential Code for
Capital Finance in Local Authorities when setting that limit. It will also set limits on its
exposure to changes in interest rates and limits on the maturity structure of its
borrowing in the treasury management strategy report each year.

Investment Policy

The Council’s primary objectives for the investment of its surplus funds are to protect
the principal sums invested from loss and to ensure liquidity. Investment income is
important but a secondary objective.

The Council will have regard to the Welsh Government Guidance on Local
Government Investments and will approve an investment strategy each year as part
of the treasury management strategy. The strategy will set criteria to determine
suitable organisations with which cash may be invested and limits on the amount of
cash that may be invested with any one organisation.

Policy on Custodians

To facilitate the use of some approved investment instruments (eg Treasury Bills) the
use of custodian facilities are required. The Section 151 Officer may appoint a
custodian to administer and safeguard any investments on behalf of the Council
providing that this custodian operates at all times within the Authority’s Treasury
Management Policy & Investment Strategy framework.

Policy on External Managers (other than Superannuation Fund)

External cash or fund managers may be appointed by the Section 151 Officer to
manage all or a proportion of its available cash balances. The external managers are
also required to comply with Guidance on Local Government Investments issued by
Welsh Government. The investment criteria imposed on the external managers will
be included in the Investment Management Agreement.

Policy on Delegation

All executive decisions on borrowing, investment or financing shall be delegated to
the Section 151 and the Deputy Section 151 Officer (in his / her absence) or through
the following posts, who shall all be required to act in accordance with CIPFA’s
“Code for Treasury Management in the Public Services”.

e W-RM-AC003 Principal Accountant
e W-RM-AC015 Senior Accounting Technician
e W-RM-AC006 Capital Accountant



¢ W-RM-AC014 Corporate Accountant

Review Requirements and Reporting Arrangements

The Section 151 Officer shall report to the Council as follows: -

Before the 31% March each year
e The Treasury Management Prudential Indicators for the forthcoming
three years;
e The Treasury Management Strategy and Annual Investment Strategy
for the following year (the Treasury Management Strategy also
incorporates the indicators for the forthcoming three years);

(A revised Investment Strategy may be prepared if at any time it is considered
appropriate.)

A mid-year review during the current year.

As soon as possible after the end of the financial year - report on the out-turn for the
previous year.

The Section 151 Officer shall also report to Cabinet and/or Scrutiny Committee other
monitoring reports that are considered necessary to comply with CIPFA’s “Code for
Treasury Management in the Public Services”.



