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Date: 26 June 2018

Reporting officer: Director (Corporate Services)

Subject: Treasury Management Strategy Statement Update

Purpose and summary of report: 

To approve an amendment to the Treasury Management Strategy Statement for 2018-19.

Recommendations:
Full Council agrees that:

1. The Treasury Management Strategy Statement 2018-19 is amended to read;

 The Group Limit, Counterparty Limit and Money Market Fund limit should be 
increased to £8 million

 The non-UK AAA Sovereignty Limit should be increased to £16 million.
 The limit of investment per Property Fund Limit should be increased to £8m 

and the limit on Non-specified investments over 1 year duration (property 
funds) should be increased to £25 million

 The limit of investment per Multi Asset Fund should be increased to £8m and 
the limit on Non-specifies investment over 1 year duration (Multi Asset Funds) 
should be increased to £25 million.

 The limit on Non-specified investments over 1 year duration (other) should be 
increased to £25 million.

1. INTRODUCTION

1.1 The Treasury Management Strategy Statement (TMSS) for 2018-19 was 
approved by the Full Council on 6 March 2018.  The Chartered Institute of Public 
Finance and Accountancy (CIPFA) Code of Practice on Treasury Management 
2009 was adopted by this council on 2 March 2010.

2. ST GEORGE’S CENTRE AND HERITAGE QUARTER DEVELOPMENT

2.1 Members will be aware of the recent agreement reached in relation to the St 
George’s Shopping Centre and Heritage Quarter which has resulted in an amount 
being deposited with the Council to forward fund the development and to support 
the rental income of the Centre.



2.2 Within the legal agreements, just over £14m has been deposited with the Council 
to forward fund the associated construction and other scheme specific costs.  This 
money can be invested, until such time as it is required to fund the capital 
expenditure, but is restricted to specified investments.  Within the TMSS, specified 
investments are defined as simple investments with duration of less than one 
year.

2.3 A further £9m has been deposited with the council to safeguard against future 
potential void rental periods.  There are no restrictions over how this money can 
be invested until it is required.

3. TREASURY MANAGEMENT STRATEGY STATEMENT LIMITS

3.1 Within the current TMSS, the following investment limits apply

3.1.1 Investments up to £5m can be invested with a counterparty/group/money 
market fund provided that it does not constitute more than 20% of the total 
investment balance at the time of placing.

3.1.2 The total investment in non-UK AAA sovereignties is restricted to £10m.

3.1.3 The total investment in non-specified investments over 1 year duration 
both in Property/Multi Asset Funds and Other investments are also 
restricted to £10m.

3.2 The agreement reached in relation to the St George’s Shopping Centre and 
Heritage Quarter has seen the Council’s investable balances increase to just over 
£60m.

3.3 This is an unprecedented level of cash balances for this Council and it is important 
that the investments are:

3.3.1 in accordance with the TMSS

3.3.2 maintain the current level of exposure to high quality credit rating 
institutions

3.3.3 do not expose the Council to unacceptable levels of risk

3.3.4 produce a reasonable rate of return until such time as they need to be 
drawn upon

3.4 The existing limits within the TMSS were set when investable balances were 
much lower and at a time when the result of this agreement could not have been 
forecast.  However, they no longer provide sufficient capacity with counterparties 
which the Council can both access whilst continuing to meet the requirements 
detailed above.

3.5 As a result it has been necessary to carry out a short exercise to review the 
existing limits and identify new ones.

3.6 Link Asset Services has been consulted to obtain a view as to what is an 
acceptable upper limit for investments per counterparty.  They have indicated that 
as a general rule limits are normally set between 10%-25% of total investable 
balances.  However, they have advised that it is felt that 25% is probably a little 
high and a more appropriate upper level would be 20%.

3.7 Taking into account the Council’s existing investable balance of £60m, the upper 
limit would be between £6 million and £12 million.



3.8 However, the Council currently has just over £10 million invested in both 
Externally Managed Property Funds and Multi Asset Funds.  So if these are both 
taken into account, the investable balance reduces to £40 million.  Applying the 
percentage range to this figure gives an upper limit range of £4 million to £8 
million.

3.9 An exercise has also been carried out to review the limits of other District and 
Borough Council’s across Kent defined within their respective TMSS.  For those 
authorities where the limits could be identified, they ranged from £3 million to £7.5 
million.  However, the majority had lower total investment balances as at 31 March 
2018 than this Council currently has.

3.10 Officers agree with Link Asset Services that setting an upper limit equivalent to 
20% of the investable cash balances is an appropriate level.  Based on the 
Council’s investable cash balance (excluding Externally Managed Property Funds 
and Multi Asset Funds) this would require the counterparty/group/money market 
fund limit to increase to £8 million.

3.11 The existing non UK sovereignty limit is currently set at £10m, which is equivalent 
to two £5 million investments in two counterparties within the sovereignty.  If the 
counterparty/group limit is increased to £8 million, using the same rationale that 
has been applied to the existing sovereignty limit, there is a need to increase the 
limit to £16 million.

4. EXTERNALLY MANAGED PROPERTY FUND AND MULTI ASSET FUNDS

4.1 Within the TMSS, Externally Managed Property Funds and Multi Asset Funds are 
defined as non-specified investments.  This means that they are of a complex 
nature and are typically over one year.

4.2 The restrictions within the legal agreements mean that the sums deposited with 
the Council for the construction and other scheme specific costs cannot be placed 
in Externally Managed Property Funds or Multi Asset Funds.  However it is an 
option which could be considered for the further £9m that has been deposited with 
the Council.

4.3 Due to the associated entry and exit fees associated with Externally Managed 
Property Funds and the potential capital volatility, these funds should only be used 
for investments which can be held for a longer period.

4.4 Further analysis will need to be undertaken to determine whether these are 
suitable investment vehicles.  However the current limit in the TMSS for both 
types of fund is £10 million at the time of placing the investment (the limit per fund 
is set at £5 million) both of which have already been reached with the Council’s 
current investments.  Therefore should the analysis identify these are suitable 
options no further investments could currently be placed in these funds.

4.5 In order to provide flexibility within the TMSS it is felt that increasing the 
investment limits for Externally Managed Property Funds, Multi Asset Funds and 
Other Non-Specified Investments should also be increased whilst officers 
determine the most appropriate investment options for the £9 million.

4.6 Taking into account both the existing capital growth on the Externally Managed 
Property Funds and the potential for capital growth on the Multi Asset Funds it is 
felt that increasing the limit to £25 million would provide such flexibility.  This 
would provide the option of investing in different non-specified investment 
categories as well as just one if that was deemed the most appropriate 
investment.



5. FINANCE & AUDIT COMMITTEE CONSIDERATION

5.1 Given the timescales associated with the receipt of these funds (with the deposits 
only being made around the time of the last Finance & Audit Committee meeting 
on 12 June 2018) and the need to diversify the Council’s treasury management 
risks in a timely fashion, it has not been possible to discuss these amendments in 
full with the Finance & Audit Committee as would be the normal course of action 
with such changes.  However, member’s of the committee were appraised of the 
need for such changes on 12 June 2018, and the latest guidance received from 
Link Asset Services at that time, and agreement was reached that these changes 
should be discussed and endorsed with the Chair and Vice-Chair of the Finance & 
Audit Committee and the Chair of Overview Scrutiny Committee (who sits on the 
Finance & Audit Committee) prior to their recommendation to Full Council.  In 
accordance with the wishes of the committee, this process has been followed, and 
the Chair, Vice-Chair and Chair of Overview Scrutiny Committee have all been 
consulted and confirmed their endorsement to the proposed changes.

6. RISK MANAGEMENT

6.1 The Council has complied with relevant statutory and regulatory requirements 
which limit the levels of risk associated with the treasury management activities. 
Nevertheless any such risks associated with this function are managed through 
the Treasury Management Strategy and the Annual Investment Strategy.

7. BACKGROUND PAPERS

7.1 There are no Background Papers pertaining to this Report.



IMPLICATIONS APPENDIX 1

Legal As per Section 1.13B.67 of the Council's constitution, the Chief Finance Officer has 
delegated responsibility from Cabinet

"in respect of borrowing and investments to arrange such loans as are legally 
permitted to meet the Council's borrowing requirements".

Finance and 
Value for 
Money 

Due to the nature of the report, the financial implications are contained within the 
report.

In order to achieve a balanced budget, the authority relies upon generating 
maximum interest from its investments whilst minimising and managing the 
exposure to risk.  In order to achieve this, investments are only placed with 
institutions which meet the criteria set out within the TMSS.

Where the authority is required to borrow to meet the needs of the authority, 
officers will seek advice from Capita Asset Services on timings and options in order 
to ensure the best deal for the authority.

Risk 
Assessment

A summary of the perceived risks associated with Treasury Management were 
identified in the Treasury Management Strategy approved by Council on 6 March 
2018.  Officers continue to monitor the risks on a day to day basis and identify 
mitigating actions to minimise risks.
Screening for Equality ImpactsEquality 

Impact 
Assessment Question

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer.
No

b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer.
No

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above

Corporate 
Plan

Corporate Plan Objective 4 - Sound and Self Sufficient Council

Crime and 
Disorder

N/A

Digital and 
website 
implications

No direct implications.



Safeguarding 
children and 
vulnerable 
adults

N/A


