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1. Introduction 

This policy adopts the key recommendations of the Chartered Institute of Public Finance (CIPFA)’s 'Treasury Management in the Public Services: Code of Practice' that defines treasury management activities as:
“The management of the University’s cash flows, its banking, money market and capital market transactions, the effective control of the risk associated with those activities and the pursuit of optimum performance consistent with those risks.”
The University establishes the parameters for the management of University funds available for short term investment, funding requirements and the control of associated risks.  Treasury management in the context of this policy is defined as the identification, monitoring and management of University bank balances, by which an effective treasury management can be measured.  The primary objective being to ensure security of funds invested while maximising return on investment.

This policy and the decisions taken relate to: 

· The University’s corporate strategy
· The University’s revenue budget
· The capital expenditure programme
· Cash flow forecasts
· Working capital requirements


2. Overview

The Executive Director of Finance, Services & Resources has overall responsibility for treasury management and it is controlled within the Finance Department with the assistance of the Chief Accountant and Head of Financial Services.
  
This policy covers the following areas; 

a) Cash flow management - The management of bank balances on a day to day basis, investment of surplus 	funds as and when required to maximise interest, cash flow forecasting and management of working capital requirements. 

b) Investment of cash deposits - The investment of surplus funds using approved banks, on a short or medium-term basis.  A short-term basis covers periods from overnight up to 6 months; a medium-term basis covers periods of over 6 months to a maximum of 12 months. 

c) Bank borrowing – The University has made the decision to limit borrowing as management were concerned about the level of loan commitments on the balance sheet.  The preference is to use cash reserves to fund capital programmes so as not to tie future generations to long term commitments with the risk of expensive or unaffordable interest rates.

d)  Risk – The University is risk averse and will not unduly borrow or invest in organisations that will have a detrimental impact on liquidity and reputation.

3. University objectives 

The University has the following objectives in relation to treasury management:

a) To safeguard cash balances by effectively identifying, managing and controlling treasury risk. 

b) To manage current account balances to ensure that appropriate funds are available to meet day to day operational and working capital requirements. 

c) To safeguard University cash balances through effective management and control of funds. 

d) To maximise returns from the short-term investment of University cash balances within the constraints and risk tolerances established by this policy. 

e) To ensure borrowings whether secured or unsecured are at competitive market rates and sustainable by the University.

f)  To guarantee bank loan covenants are met in accordance with loan requirements.



4. Treasury Management Reporting and Monitoring

The Treasury Management Policy will be reviewed and submitted on an annual basis to for the Finance and General Purposes Committee.  Minor changes will not require Committee approval, major changes will need to be approved.  However, key risk indicators will be updated on a six-month rolling programme and if major changes in economic conditions and risk indicators are considered to have a direct impact on the University then a more frequent approval will be required if deemed necessary.
 
The University will maintain full records of its treasury management decisions to demonstrate reasonable steps were taken to ensure all issues relevant to the decisions were taken at the time.  The Executive Director of Finance, Services & Resources will maintain a record of investment balances and interest rates applicable to those investments, loans and interest on those loans, bank credit ratings and credit default swaps so there is a clear audit trail in place.   An update on investments and debt finance will be made to Finance & General Purposes annually.

 
5. Risk Management 

Risk management is critical in the effective management of the University resources.  The identification, monitoring and control of risk are key criteria for measuring the effectiveness of treasury management. 

Therefore, a risk-based approach to monitoring investment decisions and performance against policy objectives will be employed. Key risks to be monitored and controlled will include; 

a) Liquidity risk as defined by the CIPFA Code of Practice as the risk that cash will not be available when it is needed, that ineffective management of liquidity creates additional unbudgeted costs and that the institution’s business objectives will thereby be compromised.
	
The University will ensure adequate cash resources are available at all times for everyday operational activities, while ensuring these balances are not excessive and that the business objectives are not compromised.

b) Institutional investment risk 
A key objective is to maximise returns on short-term investments within a control framework that will ensure the security of investment funds. The policy and management of funds therefore needs to ensure that funds are deposited with secure and stable organisations although diversified and not retained with one organisation. The credit rating criteria established by this policy will be applied when selecting organisations for placement of funds. Suitably qualified brokers may be utilised if required to provide advice.

c) Interest and exchange rate risk as defined by the CIPFA Code of Practice as the risk that fluctuations in the levels of interest rates have an adverse effect on the institution’s finances, against which the institution has failed to protect itself adequately, or a favourable effect which is missed.
	
The University will ensure funds will be managed to reduce exposure to fluctuations in rates and to avoid detrimental impacts on budgets.  The University will achieve this by prudent use of approved financing and investment to create stability and certainty of costs and revenues.  The University currently has no foreign currency funds held within the euro account, does not have substantial currency exchanges and therefore limited translational exchange rate fluctuations.

d) Credit and Counterparty risk as defined by CIPFA Code of Practice as the risk of failure of a third party to meet its contractual obligations to the institution under an investment, borrowing, capital, project or partnership financing, particularly as a result of the third party’s diminished creditworthiness, and the resulting detrimental effect on the institution’s capital or revenue resources.

One of the objectives of the University’s treasury management policy is the security of the principal sums the University invests.  When assessing counterparty risk, the University must use ring-fenced banks rather than none ring-fenced banks.
It will ensure that the counterparty minimum criteria are set with security in mind.
 
e) Legal and Regulatory risk as defined by the CIPFA Code of Practice as the risk that the institution itself, or a third party with which it is dealing in its treasury management activities, fails to act in accordance with its legal powers or regulatory requirements, and that the institution suffers loss accordingly.

The University will ensure all of its treasury management activities comply with its current statutory powers and regulatory requirements.  The University recognises that future legislative or regulatory changes may impact upon its treasury management activities and will react accordingly to minimise the risk.
	
f) Fraud, error and corruption and contingency management as defined by the CIPFA Code of Practice as the risk that an institution fails to identify the circumstances in which it may be exposed to the risk of loss through fraud, error, corruption or other eventualities in its treasury management dealings, and fails to employ suitable systems and procedures and maintain effective contingency management arrangements to these ends.

The University will ensure that any circumstances that may expose dealings to risk of loss through fraud, error or corruption will be identified and managed through an appropriate system of internal control and contingency management.
 
g) Decision making risk 
Records will be maintained of all treasury management decisions and of the process and practices applied in reaching those decisions. This provides an audit trail in order to demonstrate that decisions taken comply with the policy.

 
6. Constraints 

There are 2 key principles when looking at short term investments:

1. Security – that the initial investment is received back when the investment matures.
2. Liquidity – consideration for the duration of the investment to ensure adequate funds are available to meet any financial obligations.
 

The following constraints are mandatory in the placement of all short to medium term investments. Long term investments for a period of over 12 months is not permitted under the current policy.

a) Funds may only be invested for a time horizon of up to a maximum of 12 months, no deposits should be committed for a period in excess of 12 months.  The Executive Director of Finance, Services & Resources has the authority to move funds up to the value of £10,000,000 into short-term investments (up to a maximum of 6 months).  For movement of funds for medium-term investment (6 – 12 months) written consent must be given by the Vice Chancellor.  

b) The maximum amount to be deposited in any one account is £10,000,000 and up to £15,000,000 with any one organisation. 

c) With regard to the main University current account with Lloyds the maximum amount that can be held is £10,000,000.  If the balance exceeds this amount, the funds must be transferred from the Lloyds current account to a Lloyds short-term investment for a period of no more than 175 days if there are no suitable investment alternatives available.  This investment level could potentially exceed the £15,000,000 maximum balance with any one organisation but it will be on a short-term basis only. 

d) Counterparty credit ratings should be assessed on an annual basis.  The Executive Director of Finance, Services & Resources may deposit surplus funds of the University to any Counterparty which meets at least two of the following criteria that fall within the upper medium grade:
· Long Term Standard & Poor (S&P) credit rating A- or above
· Long Term Fitch credit rating A- or above
· Long Term Moody’s credit rating A3 or above


Where a Counterparty does not meet the above criteria, the University must not place funds with that Counterparty. 

e) Credit Default Swap (CDS) should be assessed on an annual basis. The CDS is designed to transfer credit exposure of fixed income products between 2 or more parties.  The CDS helps the University understand the risk profile of banks, the higher the CDS, the more expensive it is to buy protection against credit default by the institution.
Table below shows CDS for the main banks:

	Institution
	CDS May ‘22
	CDS May ‘21

	Barclays
	82.5
	106.6

	HSBC
	49.3
	58.2

	Lloyds
	47.0
	56.4

	Royal Bank of Scotland
	62.0
	110.4

	Santander
	[bookmark: _GoBack]106.0
	120.6





7. Constraint exceptions 

The constraints established by this policy may be amended or relaxed on a temporary basis for exceptional circumstances with the approval of the Chair of the Finance and General Purposes Committee.  Should ratings deteriorate following the placement of an investment the circumstances will be reported promptly by the Executive Director of Finance, Services & Resources to the Vice Chancellor with recommendations on action to be taken. 


8. Delegated Authority
 
Authority is given to the Executive Director of Finance, Services & Resources to place short-term investments.  To ensure separation of duties the transfer is processed by the Chief Accountant and Head of Financial Services (or other nominated person in her absence).  Medium-term investments are recommended by the Executive Director of Finance, Services & Resources to the Vice Chancellor for his approval.  In the absence of the Vice Chancellor the approval can be provided by the Pro Vice Chancellor Operations.   

9. Staff Training and Qualifications

The University 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 Executive Director of Finance, Services & Resources will ensure that Council and Finance Committee members have access to training relevant to their needs and responsibilities.



 . 
10. Appointment of Brokers and Advisors 

The University will not normally utilise the services of investment brokers and advisors to provide investment advice, provide rates or broker investment deals with banks.  

However, in extraordinary circumstances these services may be utilised if it is believed it would be beneficial for the University and it can be shown to be cost effective.  The brokers and advisors must be FSA regulated and have Higher Education sector experience. The appointment process of brokers must comply with the procurement policy and will be subject to satisfactory references from other Universities.
 
11. Ethical Banking and Investments

The University is committed to ensuring all banking activities consider ethical, environmental and corporate social responsibility before surplus cash is invested either through money market deposits or treasury deposit accounts.  The existing approved counterparties have corporate social responsibility values and objectives that are set out in their annual reports.  When considering counterparties banks and building societies will be asked for details of their ethical investment policy.

It is not the policy of the University to invest surplus cash in equity holdings through the stock market, nor investment opportunities with companies or organisations that may hamper the work of the University.

12. Money Laundering

The University is aware it has the legal responsibility of all persons and organisations in the UK to be aware of their personal responsibilities under the money laundering legislation, The Money Laundering Regulations 2017, Proceeds of Crime Act 2002 and Terrorism Act 2000.

The University shall comply at all times with the Proceeds of Crime Act 2002 and any other regulations on suspected money laundering. Under the Proceeds of Crime Act 2002, anyone is liable to prosecution for money laundering offences.  Aside from the possible criminal and penal implications, this also highlights the potential reputational risk associated with perceived complacency.  

Should staff look out for suspicious activity and if they have cause to suspect that any transaction with the University may be a cover for such activity, they must inform the Solicitor & Senior Officer for Legal Services, Governance and Risk without delay. Under no circumstances must any other member of staff be informed, other than in the Solicitor & Senior Officer for Legal Services, Governance and Risk’s absence in which case the report must be made to the Executive Director of Finance, Services and Resources.  

The Solicitor & Senior Officer for Legal Services, Governance and Risk shall report all suspected incidents of money laundering to the competent authorities. Under the Proceeds of Crime Act, this requires a Suspicious Activity Report to be forwarded to the National Criminal Intelligence Service.





13. Policy Review 

This policy will be subject to review on an annual basis.  Notification of the review will be reported at Finance & General Purposes Committee.  Minor changes will reveal for information purposes only, major changes will require recommendations for approval at Finance & General Purposes Committee.



14. Appendix 1 – Interest Rates (Financial Year 21/22)

	Bank
	Interest Rate
	Expires
	Expired

	HSBC 31 Day Notice Account
	1.00%
	July ’22
	

	Lloyds 32 Day Notice Account
	0.10%
	
	

	Santander 12month Time Deposit
	0.35%
	
	May’ 22

	Santander 35 Day Notice Account
	0.55%
	
	


*** HSBC rate reducing to 0.4% on 11th July ‘22
Bank of England Base Rate – 0.75%
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