
 

 

EAST AYRSHIRE COUNCIL 
 

CABINET – 1 APRIL 2015 
 

TREASURY MANAGEMENT STRATEGY STATEMENT 2015/16 
 

Report by the Depute Chief Executive (Strategic Lead: Economy and Skills) 
 
 

PURPOSE OF REPORT 
 

1. The report seeks approval of the Treasury Management Strategy Statement (TMSS) 
and the Annual Investment Strategy (AIS) for 2015/16, which incorporate the 
Prudential Indicators covering the period 2015/16 to 2018/19. 

 
 

BACKGROUND 
 

2. The Chartered Institute of Public Finance and Accountancy’s Code of Practice for 
Treasury Management in Public Services (the “CIPFA TM Code”) and the Prudential 
Code require local authorities to determine the Treasury Management Strategy 
Statement (TMSS); Annual Investment Strategy, and Prudential Indicators (PIs) on 
an annual basis.   
 

3. Treasury Management is about the management of risk.  The Council is responsible 
for its treasury decisions and activity, and it should be noted that no treasury 
management activity is without risk. 
 

4. Treasury Management is a complex area with its own terminology and 
 acronyms.  In order to aid understanding a Glossary of Key Terms is attached to 
 the Treasury Strategy Statement. 

 
 

FINANCIAL IMPLICATIONS 
 
5. The financial implications of the proposed Treasury Management Strategy 

 Statement have been included within the current and future financial planning 
assumptions for the General and Housing Revenue Accounts.  
 

6. There are no direct financial implications from the proposed amendments to the 
Annual Investment Strategy.  Income from Council investments is included within 
the overall loans fund allocations which are credited and debited to the General Fund 
and Housing Revenue accounts.  
 
 
RISK IMPLICATIONS 

 
7. The CIPFA Code of Practice requires the Council to put in place appropriate Policies 

and Practices that assist in the delivery of treasury management activity and help to 



 

 

reduce the overall risk profile. These are published as an Accounting Policy Bulletin 
and will be updated as necessary to reflect the content of this report. 
 

8. The setting, and subsequent review, of prudential indicators assists in the 
assessment of the overall affordability and sustainability of the Council’s forward 
capital investment plans. There is a significant financial risk associated with a failure 
to maintain robust control of the future cost of funding current capital commitments.  

  
 

LEGAL AND POLICY IMPLICATIONS 
 
9. The Local Government in Scotland Act 2003 and supporting regulations require the 

Council to set out its Treasury Strategy for borrowing. 
 

10. The Scottish Government investment guidelines require that an annual investment 
strategy is prepared and agreed. The strategy also complies with the CIPFA code 
on treasury management 

 
 

RECOMMENDATIONS 
 
11.  It is recommended that Cabinet: 
 

(i) Approve the attached Treasury Management Strategy Statement for 2015/16 
(appendix 1). 

 
(ii) Approve the Prudential Indicators contained within the attached Treasury 

Management Strategy Statement. 
 

(iii) Approve the attached Annual Investment Strategy for 2015/16 (appendix 2). 
 

(iv) Amend the counterparty investment list 2015/16 and the use of the cash limits 
based upon the minmum credit ratings as detailed in Appendix 2C. 

 

(v) Approve the ongoing use of Capita’s suggested durations for counterparty 
investments. 

 

(vi) Approve the addition/deletion of counterparties outlined in the Annual 
Investment Strategy 

 
(vii) Otherwise note the content of the report. 

 
 
Alex McPhee 
Depute Chief Executive (Strategic Lead: Economy and Skills) 
26 March 2015 
 

LIST OF BACKGROUND PAPERS 
NIL 



 

 

 
Any person wishing further information on this report should contact Craig McArthur, 
Head of Finance, Tel: 01563 576513. 
 
Implementation Officer: Craig McArthur, Head of Finance. 
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1. INTRODUCTION 
 
2. Background 
 
3. The CIPFA definition of treasury management is: 
 

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

 
4. The Council is required to operate annually within a balanced revenue budget, which 

in broad terms means that cash coming into the Council together with any use of 
reserves and balances should be equal to the cash expended. The first function of 
the treasury management section is concerned with the planning of these cash flows 
to ensure that cash is available when needed to meet expenditure whilst also 
investing surplus monies with low risk counterparties and financial instruments. 

 
5. The second function of the treasury management section is the funding of the 

Council’s capital investment plans. These plans provide a guide to the underlying 
borrowing need of the Council, essentially preparing the longer term cash flow plan 
of the Council to ensure that capital spending obligations can be met. This can 
involve for example arranging short or long term loans, re-profiling expenditure or 
seeking to accelerate expected income. On occasion existing debt may be 
restructured to meet Council risk and/or cost objectives.  

 
 
6. Reporting requirements 
 
7. The Council is required to receive and approve, as a minimum three main reports 

each year, which incorporate a number of policies, projected and actual financial 
performance information. These are: 

 
i) The Treasury Management Strategy Report (this report) which covers the 

Council’s capital investment plans including prudential indicators; the 
proposed treasury strategy which sets out how the investments and 
borrowings are to be organised and includes treasury indicators; and an 
investment strategy – setting out the parameters for managing the Council’s 
investments. 

ii) A Mid Year treasury management report – This updates Members with the 
financing of the capital programme, amends prudential indicators as 
necessary and if required updates specific treasury policies. This will be 
submitted to Governance and Scrutiny in November or December 2015. 

iii) An annual treasury report providing details of a selection of actual prudential 
and treasury indicators and actual treasury operations compared to the 
estimates within this strategy. This will be submitted to Cabinet in June 2016. 

 
 
8. Treasury Management Strategy for 2015/16 
 
9. The strategy for 2015/16 cover two main areas: 



 

 

 
Capital Investment Issues 

 the General Fund and Housing capital investment plans together with 
associated prudential indicators. 

 
Treasury Management Issues 

 the current treasury position; 

 treasury indicators which limit treasury risk and activities of the Council; 

 prospects for interest rates; 

 the borrowing strategy; 

 the policy on borrowing in advance of need; 

 debt rescheduling; 

 policy on the use of external treasury advisers. 
 
10. These elements cover the requirements of the Local Government in Scotland Act 

2003, the CIPFA Prudential Code and the CIPFA Treasury Management Code,  
 
 
11. Training 
 
12. The CIPFA Code requires the Chief Financial Officer to ensure that members with 

responsibility for treasury management receive adequate training in this area. This 
applies specifically to the governance and scrutiny of treasury management and 
associated decisions. It is anticipated that a specific training event will take place 
during the first quarter of 2015/16 which will be open to all elected members. 

 
 
13. Treasury Management Advisers 
 
14. The Council uses Capita Asset Services as its external treasury management 

adviser. The Council however recognises that responsibility for treasury 
management decisions remains with the organisation at all times and will ensure 
that undue reliance is not placed upon our external service providers. 

 
15.  The Council also recognises that there is value in employing external providers of 

treasury management services in order to acquire access to specialist skills and 
resources. The Head of Finance will ensure that the terms of their appointment and the 
methods by which their value will be assessed are properly agreed and documented, 
and subjected to regular review. 

 
 
16. CAPITAL PROGRAMME AND PRUDENTIAL INDICATORS 
 
17. The Council’s capital expenditure plans are the key driver of treasury management 

activity, with the expected activity being reflected in the prudential indicators. These 
performance measures are designed to assist members’ overview and confirm that 
proposed capital investment plans are affordable and remain within sustainable 
limits in the short, medium and longer term. 

 



 

 

18. The following table sets out the projected capital investment activity, along with the 
implications for borrowing, the movement in the capital financing requirement (CFR) 
together with the change in the underlying borrowing requirement of the Council. 

 

 
Table 1 
 

19. The general fund capital programme was approved by Cabinet on 10 December 
2014 with the Housing programme being considered and approved at the meeting 
of 18 March 2015. This is the first prudential indicator. 

 
20. The second prudential indicator is the Capital Financing Requirement (CFR).  The 

CFR is the total outstanding capital expenditure which has not yet been paid for from 
either revenue (debt charges or CFCR) or capital resources (such as capital receipts 
or grants).  It is a measure of the Council’s overall borrowing need.  Any capital 
expenditure, which has not immediately been paid for, will increase the CFR; this is 
shown at line “C” in the table above.  

 
21. The CFR does not increase indefinitely, as scheduled debt amortisation (debt 

charges) broadly reduces the borrowing need in line with the useful life of assets 
created. 

 
22. The CFR includes any other long term liabilities such as PPP schemes and finance 

leases. Whilst these increase the CFR, and therefore the Council’s borrowing 
requirement, these types of scheme include a borrowing facility and so the Council 
is not required to separately borrow for them.  The Council currently has £63.424m 
within the CFR which is for the PPP schools. 

 

Capital Investment Activity Note

2014/15 

Expected 

Outturn 

£m

2015/16 

Estimate 

£m

2016/17 

Estimate 

£m

2017/18 

Estimate 

£m

2018/19 

Estimate 

£m

Total 

2015/16 to 

2018/19 

£m

General Fund- Expenditure 25.428 48.446 53.428 55.891 32.890 190.656

General Fund - Funding -12.979 -13.026 -9.256 -9.256 -9.256 -40.794

General Funding - Unfinanced (Borrowing from Loans 

Fund) (A) 12.449 35.420 44.172 46.635 23.634 149.861

Housing Account -Capital Expenditure 37.119 19.081 19.935 14.005 16.015 69.036

Housing Account -Capital Funding -20.815 -15.943 -14.826 -11.591 -12.206 -54.566

Housing Account - Unfinanced (Borrowing from Loans 

Fund) (B) 16.304 3.138 5.109 2.414 3.809 14.470

Estimated New Borrowing Required

Total Unfinanced Capital Expenditure C=(A+B) 28.753 38.558 49.281 49.049 27.443 164.331

Less:- Principal repaid to Loans Fund in Year -13.586 -14.391 -15.498 -16.090 -14.514 -60.493

Less: Deferred liabilty principal repaid in Year -1.839 -2.065 -1.808 -1.484 -1.678 -7.035

New Loans Fund advances to Services (D) 13.327 22.102 31.975 31.476 11.251 96.803

Add - Opening Capital Financing Requirement (CFR) (E) 375.854 389.181 411.283 443.258 474.734 389.181

Closing Capital Financing Requirement at 31 March F=(D+E) 389.181 411.283 443.258 474.734 485.984 485.984

Less: Outstanding balance for PPP deferred liability (G) -63.424 -61.360 -59.552 -58.068 -56.389 -56.389

Less: External Borrowing at nominal value (H) -334.499 -328.387 -333.757 -348.929 -348.629 -348.629

Underlying need to borrow I+(F+G+H) -8.742 21.536 49.949 67.738 80.966 80.966

Estimated Closing reserves and balances at 31 March (J) -51.757 -46.955 -41.784 -34.474 -32.934 -32.934

Estimated net borrowing requirement / (investment 

capacity) K=(I+J) -60.498 -25.418 8.166 33.263 48.031 48.031



 

 

23. Table 1 shows that the projected underlying need to borrow (CFR less external 
borrowing and deferred liability) rising from £21.536m in 2015/16 to £80.966m in 
2018/19. The estimated level of reserves and balances, which can be used on a 
short term basis to internally fund this requirement are expected to reduce over the 
same period of time from £46.955m to £32.934m. As a result there is a real gap of 
up to £48.031m between the current estimated borrowing and the forecast level of 
the CFR. This in part may be met from other positive cash flows but indicates a 
further need to borrow. 

 
24. Whilst it is expected that there will be short term cash flow balances arising primarily 

from movements in working capital and the timing of external debt repayment 
compared to internal accounting arrangements for debt redemption, the implication 
of any under borrowing is an increased exposure to interest rate movements. An 
upward shift in interest rates would increase the overall cost of delivering the capital 
investment programme. 

 
 
25. Affordability and Sustainability Prudential Indicators 
 
26. Within the overall prudential framework, indicators are required to assess the 

affordability and sustainability of the Council’s capital investment plans. These aim 
to provide an indication of the impact current and future investment plans have on 
the General Fund and Housing Revenue Account. Members are asked to approve 
the following indicators: 

 
General Fund: 

 
Table 2 

 
27. Council approved the General Services capital investment programme on 11 

December 2015. Table 2 above shows the estimated capital financing costs of that 
programme, the notional increase in the band D council tax arising, and the 
proportion of the revenue budget that is expected to be required to meet the annual 
debt charges. 

 
28. Cabinet has previously approved the use of the Capital Fund balance to support the 

affordability of the General Services programme. It is expected that between 
2015/16 and 2018/19 approximately £8.228m will require to be appropriated for this 
purpose. 

 

General Fund - Capital Financing Prudential Indicators
2013/14 

Actual £m

2014/15 

Expected 

Outturn 

£m

2015/16 

Estimate 

£m

2016/17 

Estimate 

£m

2017/18 

Estimate 

£m

2018/19 

Estimate 

£m

1. Capital Financing Costs

Projected Actual 22.703 20.185 22.211 23.408 24.790 23.790

Budget 19.451 19.951 20.451 21.340 21.840 22.340

Variance (appropriation (to) / from Capital Fund 3.252 0.234 1.760 2.068 2.950 1.450

2. Incremental Impact of Capital Investment

Notional Increase in Band D Council Tax £4.47 -£21.49 £24.76 £22.36 £36.98 £19.25

2014/15 TMSS for comparison £6.31 £16.95 £0.75 £2.96 N/A N/A

3. Ratio of  Financing Costs to Net Revenue Streams 8.60% 7.27% 8.23% 8.67% 9.19% 8.82%

2014/15 TMSS for comparison 8.71% 7.83% 8.45% 9.01% N/A N/A



 

 

29. Whilst council tax remains frozen, the notional impact of the capital programme is 
shown in the table together with the change since the 2014/15 treasury strategy. 
The movements are due to changes in the phasing of expenditure between years 
together with an increase in the overall level of the programme.  

 
Housing Revenue Account: 

 
Table 3 

 
30. Table 3 above sets out the forward estimate of capital financing costs in respect of 

the Housing capital programme. The movement in the incremental impact on rents 
reflects the phasing of expenditure between years, whilst the ratio of financing costs 
to revenue streams indicates a peak in 2015/16 with an overall reduction to 13.84% 
by 2018/19. 

 
31. The following table summarises the current and projected level of HRA capital debt 

compared to projected revenue streams and stock numbers. Whilst debt servicing 
costs, as a percentage of overall income remains fairly constant the debt per 
dwelling increases which indicates that new borrowing is in excess of current 
principal repayments. 

 

 
Table 4 
 
 
  

Housing - Capital Financing Prudential Indicators
2013/14 

Actual £m

2014/15 

Expected 

Outturn 

£m

2015/16 

Estimate 

£m

2016/17 

Estimate 

£m

2017/18 

Estimate 

£m

2018/19 

Estimate 

£m

1. Capital Financing Costs

Projected Actual 5.628 6.516 6.860 6.691 6.538 6.731

Budget 5.620 6.885 6.860 6.691 6.538 6.731

Variance 0.008 -0.369 0.000 0.000 0.000 0.000

2. Incremental Impact of Capital Investment

Increase/(Decrease) in Rents -£0.85 -£0.24 -£0.01 £0.21 -£0.46 £0.05

2014/15 TMSS for comparison £1.03 £0.99 £0.18 -£0.06 N/A N/A

3. Ratio of  Financing Costs to Net Revenue Streams 13.95% 15.48% 15.64% 14.80% 13.96% 13.84%

2014/15 TMSS for comparison 14.43% 15.11% 14.97% 14.87% N/A N/A

Financial 

Year

Housing 

Rents £

House Stock 

(Mid point 

Average)

Debt 

Charges £

Ratio of: 

Debt:Rents

Outstanding 

Capital Debt 

at 31 March 

Debt Per 

House

13/14 39,939,326 12,821 5,628,000 14.09% 80,142,711 6,250.89

14/15 42,099,350 12,729 6,516,166 15.48% 94,316,461 7,409.57

15/16 43,851,100 12,730 6,860,115 15.64% 95,105,786 7,471.00

16/17 45,216,210 12,673 6,690,681 14.80% 97,718,740 7,710.78

17/18 46,831,580 12,672 6,537,689 13.96% 97,531,976 7,696.65

18/19 48,646,899 12,709 6,731,375 13.84% 98,558,960 7,755.05

19/20 50,483,277 12,733 6,975,608 13.82% 98,857,214 7,763.86

20/21 52,336,366 12,754 7,296,239 13.94% 101,552,492 7,962.40

21/22 54,168,139 12,754 7,779,381 14.36% 103,895,692 8,146.13

22/23 56,064,024 12,754 8,241,166 14.70% 105,865,646 8,300.58



 

 

32. BORROWING 
 
33. The capital expenditure plans set out in table 1 provide details of the of the planned 

activity of the Council.  The treasury management function ensures that the 
Council’s cash is organised in accordance with the the relevant professional codes, 
so that sufficient cash is available to meet this planned activity.  This  involves both 
the organisation of the cash flow and, where capital plans require, the organisation 
of approporiate borrowing facilities.  The strategy covers the relevant treasury / 
prudential indicators, together with the current and projected debt positions. 

 
Current Debt Portfolio: 
 
34. The Council’s actual treasury portfolio position at 31 March 2014, together with with 

current and forward projections are  summarised below. This table shows the actual 
external debt (the treasury management operations), against the underlying capital 
borrowing need (the Capital Financing Requirement - CFR), highlighting any over or 
under borrowing.  

 

 
 Table 5 
 
35. Long term interest rates available from the Public Works Loan Board, taking account 

of the certainty rate discount, moved below 3% in early January. As a result it was 
decided to borrow £35.000m at a rate of 2.99%. Whilst the resultant cost of carry 
means additional up front interest charges, as the borrowing rate is higher than any 
short term investment return, it is projected that total interest charges will be 
approximately £1.950m less in the period to 2024/25 as a result of this decision.  

 
 
Treasury Indicators: limits to borrowing activity 
 
36. The operational boundary is the limit which external debt is not expected to exceed 

and is linked to the forecast movement in the CFR in the current and subsequent 
two financial years. 

 
37. The authorised limit for external debt is a key prudential indicator representing a 

control on the maximum level of borrowing.  This is the limit beyond which external 

External Debt Portfolio
2013/14 

Actual £m

2014/15 

Expected 

Outturn 

£m

2015/16 

Estimate 

£m

2016/17 

Estimate 

£m

2017/18 

Estimate 

£m

2018/19 

Estimate 

£m

External Debt  

Opening balance at 1 April 261.807 275.646 334.499 328.387 333.757 348.929

New borrowing 20.000 65.000 0.481 13.947 23.607 8.438

Principal Repaid -6.161 -6.147 -6.593 -8.577 -8.435 -8.737

Closing balance at 31 March 275.646 334.499 328.387 333.757 348.929 348.630

Other Long term liabilities

Opening balance at 1 April 67.289 65.264 63.425 61.360 59.552 58.068

New borrowing 0.000 0.000 0.000 0.000 0.000 0.000

Principal Repaid -2.025 -1.839 -2.065 -1.808 -1.484 -1.678

Closing balance at 31 March 65.264 63.425 61.360 59.552 58.068 56.389

Total External Debt at 31 March 340.910 397.923 389.747 393.309 406.996 405.019

Capital Financing Requirement 375.854 389.181 411.283 443.258 474.734 485.984

Over/(Under) Borrowing Position. -34.944 8.742 -21.536 -49.949 -67.737 -80.965

Ratio: Gross Debt to CFR 90.70% 102.25% 94.76% 88.73% 85.73% 83.34%



 

 

debt is prohibited, and it reflects the level of external debt which, while not desired, 
could be afforded in the short term, but is not sustainable in the longer term. 

 
38. This is the statutory limit (Affordable Capital Expenditure Limit) determined under 

section 35 (1) of the Local Government in Scotland Act 2003. The Government 
retains an option to control either the total of all councils’ plans, or those of a specific 
council, although this power has never been exercised. Members are asked to 
approve the operational boundary and authorised limit as set out in  table 6 below: 

 

 
Table 6 

 
39. Within the prudential indicators there are a number of key controls to ensure that the 

Council operates its activities within well defined limits.  One of these is that the 
Council needs to ensure that its gross debt does not, except in the short term, exceed 
the total of the CFR in the preceding year plus the estimates of any additional CFR for 
2015/16 and the following two financial years.  This allows some flexibility for limited 
early borrowing for future years, but ensures that borrowing is not undertaken for 
revenue purposes. 

 
40. The Head of Finance reports that the Council complied with this prudential indicator in 

the current year and does not envisage difficulties for the future.  This view takes into 
account current commitments, existing plans, and the proposals in the approved budget 
and is illustrated in table 6 above. 

 
 
Prospect for interest rates and economic outlook 
 
41. The Council has appointed Capita Asset Services as its treasury advisor and part of their 

service is to assist the Council to formulate a view on interest rates.  The following table 
shows the Capita forecast position. 

 

 Bank Base Rate 

PWLB Borrowing Rates % (including certainty rate 
discount 

5 Year 25 Year 50Year 

Mar 2015 0.50% 2.10% 3.30% 3.30% 

Jun 2015 0.50% 2.20% 3.40% 3.40% 

Sep 2015 0.50% 2.30% 3.60% 3.60% 

Dec 2015 0.50% 2.50% 3.80% 3.80% 

Mar 2016 0.75% 2.60% 3.90% 3.90% 

Jun 2016 0.75% 2.70% 4.00% 4.00% 

Sep 2016 1.00% 2.80% 4.20% 4.20% 

Dec 2016 1.25% 3.00% 4.30% 4.30% 

Mar 2017 1.25% 3.20% 4.50% 4.50% 

Jun 2017 1.50% 3.20% 4.50% 4.50% 

Treasury Indicators - The Operational Boundary and The 

Authorised Limit 

2013/14 

Actual £m

2014/15 

Expected 

Outturn 

£m

2015/16 

Estimate 

£m

2016/17 

Estimate 

£m

2017/18 

Estimate 

£m

2018/19 

Estimate 

£m

Opening CFR at 1 April 374.473 375.854 389.181 411.283 443.258 474.734

Estimated movement in CFR (Current and next 2 financial years) 36.810 67.404 85.552 74.701 36.503 -6.441

Operational Boundary 411.283 443.258 474.734 485.984 479.761 468.292

Authorised Limit 431.847 465.421 498.470 510.284 503.749 491.707

Gross Debt 340.910 397.923 389.747 393.309 406.996 405.019



 

 

Sep 2017 1.50% 3.30% 4.60% 4.60% 

Dec 2017 1.75% 3.40% 4.60% 4.60% 

Mar 2018 2.00% 3.50% 4.70% 4.70% 

 Table 7 
 

42. UK GDP growth surged during 2013 and  2014 but cooled somewhat towards the 
end of 2014.  However, growth is expected to regain stronger momentum during 
2015 and 2016  under the stimulative effect of the sharp fall in oil prices and inflation 
potentially falling into negative territory, but anyway being near to zero until towards 
the end of 2015.  Combined with a rise in average wage rates, this is expected to 
lead to consumer disposable income rising by around 3.5% in 2015. This should 
therefore strengthen consumer expenditure without much downside to the savings 
ratio.  However, there still needs to be a significant rebalancing of the economy away 
from consumer spending to manufacturing, business investment and exporting in 
order for this recovery to become more firmly established.  

 
43. The Bank of England February Inflation Report drew attention to the falling level of 

unemployment and the reduction of spare capacity or slack in the economy.  This is 
expected to feed through into an increase in pressure for wage increases and 
together with the sharp fall in the price of oil starting to fall out of the twelve month 
calculation of CPI inflation in quarter 4 of 2015, is expected to result in a sharp rise 
in inflation from near zero in that quarter and also onward into 2016. 

 
44. The US, the biggest world economy, has generated growth rates of 4.6% 

(annualised) in Q2 2014 and 5.0% in Q3, followed by 2.6% in Q4 (overall 2.4% for 
2014 as a whole).  This is promising for the outlook for strong growth going forward 
and it looks as if the US is now firmly on the path to full recovery from the financial 
crisis of 2008.  Consequently, it is now expected that the US will be the first major 
western economy to start central bank rate increases by the end of 2015.   

 
45. The current economic outlook and structure of market interest rates and government 

debt yields have several key treasury management implications: 
 

 Greece: the general election on 25 January 2015 brought to power a coalition 
which is strongly anti EU imposed austerity.  However, if this should eventually 
result in Greece leaving the Euro, it is unlikely that this will directly destabilise the 
Eurozone as the EU has put in place adequate firewalls to contain the immediate 
fallout to just Greece.  However, the indirect effects of the likely strenthening of 
anti EU and anti austerity political parties throughout the EU is much more difficult 
to gauge;  

 Investment returns are likely to remain relatively low during 2015/16, estimated 
at an average rate of 0.6%,rising to 1.25% in 2016/17; 

 Borrowing interest rates have been highly volatile during 2014 and early 2015 as 
alternating bouts of good and bad news have promoted optimism, and then 
pessimism, in financial markets.  The opening weeks of 2015 saw gilt yields dip 
to historically low levels after inflation plunged, a flight to quality as a result of the 
Greek situation and the start of a huge programme of quantitative easing, 
(purchase of EuroZone government debt), by the ECB in January 2015.  The 
policy of avoiding new borrowing by running down spare cash balances has 
served well over the last few years.  However, this needs to be carefully reviewed 



 

 

to avoid incurring higher borrowing costs in later times, when authorities will not 
be able to avoid new borrowing to finance capital expenditure and/or to refinance 
maturing debt; 

 

46. There will remain a cost of carry to any new borrowing which causes an increase in 
investments as this will incur a revenue loss between borrowing costs and investment 
returns. 

 
 
 Borrowing Strategy 
 
47. The Council is expected to have a broadly neutral position in terms of debt to CFR 

as at 31 March 2015 having taken additional borrowing during the year in response 
to a reduction in long term rates. This locked into historically low rates for maturity 
periods in excess of 40 years. 

 
48. At this point a prudent approach to further borrowing will continue to be adopted with 

the expected position continuing to be under borrowed. This means that the capital 
borrowing need (the Capital Financing Requirement), will not be fully funded with 
loan debt, as cash supporting the Council’s reserves, balances and cash flow will be 
used as a temporary measure.  This strategy remains prudent as investment returns 
are low and counterparty risk is relatively high. 

 
49. Against this background and the risks within the economic forecast, caution will be 

adopted with the 2015/16 treasury operations.  The Head of Finance will monitor  
interest rates in financial markets and adopt a pragmatic approach to changing 
circumstances: 

 
 if it was felt that there was potential of a sharp FALL in long and short term 

rates (e.g. due to a marked increase of risks around relapse into recession or 
of risks of deflation), then long term borrowings will be postponed, and 
potential rescheduling from fixed rate funding into short term borrowing will 
be considered, to allow these lower rates to be locked in as and when they 
occur.  

 if it was felt that there was a significant risk of a much sharper RISE in long 
and short term rates than that currently forecast, perhaps arising from a faster 
than currently anticipated unwinding of quantitative easing in the US, or an 
unexpected increase in world economic activity or a sudden increase in 
inflation risks, then the portfolio position will be re-appraised with the likely 
action that fixed rate funding will be drawn whilst interest rates are still lower 
than they will be in the next few years. 

 
50. Any decisions taken will be reported to Cabinet at the next available opportunity. 
 
 

Treasury Management limits of activity 
 
51. There are three debt related treasury activity limits.  The purpose of these are to 

restrain the activity of the treasury function within certain limits, thereby managing 
risk and reducing the impact of any adverse movement in interest rates.  However, 



 

 

if these are set to be too restrictive they will impair the opportunities to reduce costs 
/ improve performance.  The indicators are: 

 Upper limits on variable interest rate exposure. This identifies a maximum 
limit for variable interest rates based upon the debt position net of investments  

 Upper limits on fixed interest rate exposure.  This is similar to the previous 
indicator and covers a maximum limit on fixed interest rates; 

 Maturity structure of borrowing. These gross limits are set to reduce the 
Council’s exposure to large fixed rate sums falling due for refinancing, and 
are required for upper and lower limits.   

 
52. The Cabinet is asked to approve the following treasury indicators and limits: 

 

 
2015/16 

Approved 
£m 

2016/17 
Indicative 

£m 

2017/18 
Indicative 

£m 

2018/19 
Indicative 

£m 

Upper Limit – Fixed rate 
interest exposure  

100% 100% 100% 100% 

Upper limit – variable rate 
interest exposure 

40% 40% 40% 40% 

    Table 7 

 

Maturity structure of fixed rate 
borrowing 

Projected level  
at 31 March 2015 

% 

Lower Limit 
for 2015/16 

% 

Upper Limit 
for 2015/16 

% 

under 12 months  % 0% 25% 

12 months and within 24 months % 0% 25% 

24 months and within 5 years % 0% 50% 

5 years and within 10 years % 0% 50% 

10 years and within 20 years % 0% 50% 

20 years and within 30 years % 0% 60% 

30 years and within 40 years % 0% 70% 

40 years and within 50 years % 0% 80% 

50 years and above % 0% 90% 

   Table 8 
 
Policy on borrowing in advance of need. 
 
53. The Council will not borrow more than or in advance of its needs purely in order to 

profit from the investment of the extra sum borrowed. Any decision to borrow in 
advance will be within forward approved Capital Financing Requirement estimates, 
and will be considered carefully to ensure that value for money can be demonstrated 
and that the Council can ensure the security of such funds.  
 

54. Risks associated with any borrowing in advance activity will be subject to prior 
appraisal by the Head of Finance and subsequent reporting through the mid-year, 
annual reporting, or East Ayrshire Performs. 

 
 
  



 

 

Debt rescheduling 
 
55. As short term borrowing rates will be considerably cheaper than longer term fixed 

interest rates, there may be potential opportunities to generate savings by switching 
from long term debt to short term debt.  However, these savings will need to be 
considered in the light of the current treasury position and the size of the cost of debt 
repayment (premiums incurred).  

 
56. The reasons for any rescheduling to take place will include:  
 

 the generation of cash savings and / or discounted cash flow savings; 

 helping to fulfil the treasury strategy; 

 enhance the balance of the portfolio (amend the maturity profile and/or the 
balance of volatility). 

 
57. Consideration will also be given to identify if there is any residual potential for making 

savings by running down investment balances to repay debt prematurely as short 
term rates on investments are likely to be lower than rates paid on current debt. 

 
58. All rescheduling will be reported to Cabinet at the earliest meeting following its 

completion. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

APPENDIX 1A 
TREASURY MANAGEMENT GLOSSARY OF TERMS 

Bank of England The Central Bank for the UK with ultimate 
responsibility for setting interest rates (which it does 
through the Monetary Policy Committee or “MPC”). 

Bank Rate The interest rate for the UK as set each month by the 
Monetary Policy Committee (“MPC”) of the Bank of 
England. Also commonly referred to as the “Base 
Rate”. 

Capital Expenditure Expenditure on or for the creation of fixed assets that 
meets the definition within the accounting rules as set 
out in the annual Statement of Recommended 
Practice (SORP) and for which the Council are able 
to borrow 

Capital Financing Requirement 
(CFR) 

A Prudential Indicator that can be derived from the 
information in the Council’s Balance Sheet. It 
generally represents the underlying need to borrow 
for capital expenditure 

Certificate of Deposit (CD) An investment product offered by a wide range of 
financial institutions. The key difference between a 
regular savings account and a CD is that early 
withdrawal from a CD in advance of pre-specified 
term leads to penalty fees (which is why they are 
sometimes called “time deposits”). 
CDs are typically offered in terms of 3 months, 6 
months, 1 year, 2 years, 3 years, 5 years or greater, 
although some exceptions do exist. In exchange for 
locking away a fixed cash sum CDs usually offer 
higher yields. The rates typically increase with the 
length of deposit terms. 

Credit Default Spread (CDS) This is the cost of insuring against default by a 
Counterparty. Increases in the CDS Spread for a 
Counterparty may indicate concerns within the 
market regarding a Counterparty. 

CIPFA  The Chartered Institute of Public Finance and 
Accountancy produces guidance, codes of 
professional practice, and policy documents for 
Councils and public sector organisations 

Consumer Prices Index The Consumer Prices Index (“CPI”) is a means of 
measuring inflation (as is the Retail Prices Index or 
“RPI”). The Monetary Policy Committee of the Bank 
of England set the Bank Rate in order to try to keep 
CPI at or close to the target set by the Government, 
(currently the target is 2%). The calculation of the CPI 
includes many items of normal household 
expenditure but the calculation excludes some items 
such as mortgage interest payments and Council Tax 

Counterparty An organisation or other body with whom the Council 
enters into a financial investment or borrowing 
transaction. E.g. if the Council enters a deal with a 
bank then the bank would be referred to as the 
“Counterparty”. 



 

 

Corporate Bonds It is a bond that a corporation issues to raise money 
in order to expand its business. The term is usually 
applied to longer-term debt instruments, generally 
with a maturity date falling at least a year after their 
issue date. (The term "commercial paper" is 
sometimes used for instruments with a shorter 
maturity.) 

Credit Ratings Credit ratings are indicators produced by companies 
such as Fitch, Moody's or Standard & Poor’s that aim 
to give an opinion on the relative ability of a financial 
institution to meet its financial commitments. Credit 
ratings are not guarantees – they are opinions based 
on investigations and assessments by the ratings 
providers and they are regularly reviewed and 
updated. The Council makes use of credit ratings to 
determine which counterparties are appropriate or 
suitable for the Council. 

DMADF The UK Government Debt Management Office the 
Debt Management Account Deposit Facility as part of 
its cash management operations and in the context 
of a wider series of measures designed to support 
local authorities' cash management. The key 
objective of the DMADF is to provide users with a 
flexible and secure facility to supplement their 
existing range of investment options while saving 
interest costs for central government 

European Central Bank (ECB) This is the central bank for the Eurozone and is the 
equivalent of the Bank of England. The European 
Central Bank sets interest rates for the Eurozone. 

Eurozone The group of countries that have the Euro as their 
currency. The Eurozone comprises 17 countries: 
Austria, Belgium, Cyprus, Estonia, Finland, France, 
Germany, Greece, Ireland, Italy, Luxembourg, Malta, 
the Netherlands, Portugal, Slovakia, Slovenia, and 
Spain. 

Federal Reserve Sometimes referred to as “the Fed”, the Federal 
Reserve is the central bank for the US and is the 
equivalent of the Bank of England. 

Gilts Gilts are bonds (i.e. debt certificates) that are issued 
(sold) by the UK Government. When they issue gilts, 
the Government sets the interest rate that applies to 
the gilt, sets when they will repay the value of the gilt, 
and it agrees to make interest payments at regular 
intervals until the gilt is repaid or redeemed. Gilts are 
traded in the financial markets with the price varying 
depending on the interest rate applicable to the gilt, 
when the gilt will be repaid (i.e. when it will mature), 
on base rate expectations, and on market conditions. 

Gross Domestic Product 
(GDP) 

GDP is a measure of the output of goods and 
services from an economy 

Inflation Inflation is the term used for an increase in prices 
over time. It can be measured in various ways 
including using the Consumer Prices Index (“CPI”) or 
the Retail Prices Index (“RPI”). 



 

 

Investment Regulations The Local Government in Scotland Act 2003 allows 
the Scottish Ministers to introduce Regulations to 
extend and govern the rules under which Scottish 
Councils may invest funds. The Local Government 
Investments (Scotland) Regulations 2010 came into 
effect on 1st April 2010. 

LIBID The London Interbank Bid Rate – an interest rate that 
is used between banks when they wish to attract 
deposits from each other. 

LIBOR The London Inter Bank Offering Rate – an interest 
rate that is used as a base for setting interest rates 
for deals between banks. 

Money Market Fund An investment whose objective is to earn interest for 
shareholders while maintaining a net asset value 
(NAV) of £1 per share. A money market fund’s 
portfolio is comprised of short-term (less than one 
year) securities representing high-quality, liquid debt 
and monetary instruments. Investors can purchase 
shares of money market funds through mutual funds, 
brokerage firms and banks. 

MPC The Monetary Policy Committee of the Bank of 
England meets each month to agree and set the Bank 
Rate for the UK. 

Net Borrowing Requirement This is the difference between the Council’s net 
external borrowing and its capital financing 
requirement. Under the Prudential Code the 
Council’s net external borrowing should not, except in 
the short term, exceed its capital financing 
requirement. The Net Borrowing Requirement should 
therefore normally be a negative figure. 

Prudential Code Councils are required to comply with the CIPFA 
Prudential Code for Capital Finance in Local 
Authorities. These requirements include the 
production of Prudential Indicators. The Prudential 
Code was revised in November 2009 with the 
revisions including the reclassification of some 
Prudential Indicators as Treasury Management 
Indicators covered by the Treasury Management 
Code. 

Prudential Indicators Indicators set-out in the Prudential Code that will help 
Councils to meet requirements in relation to 
borrowing limits or which will help Councils 
demonstrate affordability and prudence with regard to 
their prudential capital expenditure. 

PWLB The Public Works Loan Board is government agency 
and part of the Debt Management Office. The PWLB 
provides loans to local authorities and other specified 
bodies. 

PWLB Rates These are the interest rates chargeable by the Public 
Works Loan Board for loans. The rates for fixed rate 
loans are determined by the day on which the loan is 
agreed. The rates to be charged by the PWLB for 
loans are set each day based on gilt yields at the start 
of business each day and then updated at least once 
during the day. 



 

 

Quantitative Easing The creation of money by a central bank (such as the 
Bank of England) in order to purchase assets from 
banks and companies and boost the supply of money 
in an economy. 

Retail Prices Index The Retail Prices Index (“RPI”) is a means of 
measuring inflation (as is the Consumer Prices Index 
or “CPI”). The calculation of the RPI includes most of 
the same items as the CPI as well as some items not 
included in the CPI such as mortgage interest 
payments and Council Tax whilst excluding items that 
are in the CPI such as charges for financial services. 

Treasury Bills (known as “T-
bills”) 

“T-bills” are sold in terms ranging from a few days to 
52 weeks. Bills are typically sold at a discount from 
the par amount (also called face value). For instance, 
you might pay £990 for a £1,000 bill. When the bill 
matures, you would be paid £1,000. The difference 
between the purchase price and face value is 
interest. It is possible for a bill auction to result in a 
price equal to the face value, which means that 
Treasury will issue and redeem the securities at par 

Treasury Management Code This is the “Treasury Management in the Public 
Services: Code of Practice” and is a code of practice 
for Council treasury management activities. 
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TREASURY MANAGEMENT - ANNUAL 
INVESTMENT STRATEGY 2015/16 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

BACKGROUND 
 

1. The main credit rating agencies (Fitch, Moody’s and Standard & Poor’s) have, 
through much of the financial crisis, provided some institutions with a ratings “uplift” 
due to implied levels of sovereign (government) support.  More recently, in response 
to the evolving regulatory regime, the agencies have indicated they may remove 
these “uplifts”. This process commenced in early January 2015.  As a result changes 
to the credit methodology within the investment strategy are required. 
 

2. It is important to stress that the rating agency changes do not reflect any changes in 
the underlying status of the institution or credit environment, merely the implied level 
of sovereign support that has been built into ratings through the financial crisis.  The 
eventual removal of implied sovereign support should only take place when the 
regulatory and economic environments have ensured that financial institutions are 
much stronger and less prone to failure in a financial crisis. 
 

3. Both Fitch and Moody’s provide “standalone” credit ratings for financial institutions.  
For Fitch, it is the Viability Rating, while Moody’s has the Financial Strength Rating.  
Due to the future removal of sovereign support from institution assessments, both 
agencies have suggested going forward that these will be in line with their respective 
Long Term ratings.  As such, Capita Asset Services, the Council’s treasury 
management advisers, have indicated that there is now little to be gained  from 
monitoring both Long Term and these “standalone” ratings. 
 

4. Furthermore, Fitch has already begun assessing its Support ratings, with a clear 
expectation that these will be lowered to 5, which is defined as “a bank for which 
there is a possibility of external support, but it cannot be relied upon.”  The view of 
Capita Asset Services is that with all institutions likely to drop to these levels, there 
is little to no differentiation to be had by assessing Support ratings.  
 

5. As a result of these rating agency changes, the credit element of the Capita  
methodology will focus solely on the Short and Long Term ratings of an institution.  
Rating Watch and Outlook information will continue to be assessed where it relates 
to these categories.  This is the same process for Standard & Poor’s that Capita has 
always taken, but a change to the use of Fitch and Moody’s ratings.  Furthermore, 
Capita will continue to utilise CDS prices as an overlay to ratings in our new 
methodology. 
 
 
INVESTMENT POLICY 
 

6. The Council’s investment policy has regard to the Scottish Government’s Local 
Government Investments (Scotland) Regulations 2010 (and accompanying Finance 
Circular) and the 2011 revised CIPFA Treasury Management in Public Services 
Code of Practice and Cross Sectoral Guidance Notes (“the CIPFA TM Code”).  The 
Council’s investment priorities will be security first, liquidity second and  finally return. 
 

7. In accordance with guidance from the Scottish Government and CIPFA, and in order 
to minimise the risk to investments, the Council has previously agreed  clear 
parameters of the minimum acceptable credit criteria in order to generate a list of 



 

 

highly creditworthy counterparties which also enables diversification and thus 
avoidance of concentration risk. 
 

8. Continuing regulatory changes in the banking sector are designed to see greater 
stability, lower risk and the removal of expectations of Government financial support 
should an institution fail.  This withdrawal of implied sovereign support is anticipated 
to have an effect on ratings applied to institutions.  This will result in the key ratings 
used to monitor counterparties being the Short Term and Long Term ratings only.  
Viability, Financial Strength and Support Ratings previously applied will effectively 
become redundant.  This change does not reflect deterioration in the credit 
environment but rather a change of method in response to regulatory changes.  
 

9. As with previous practice, ratings will not be the sole determinant of the quality of an 
institution and that it is important to continually assess and monitor the financial 
sector on both a micro and macro basis and in relation to the economic and political 
environments in which institutions operate.  The assessment will also take account 
of information that reflects the opinion of the markets.  To this end the Council will 
engage with its advisors to maintain a monitor on market pricing such as “credit 
default swaps” and overlay that information on top of the credit ratings.  
 

10. Other information sources used will include the financial press, share price and other 
such information pertaining to the banking sector in order to establish the most 
robust scrutiny process on the suitability of potential investment counterparties.The 
main credit rating equivelants and definitions are summarised for information in 
Appendix 2A. 
 

11. At present we operate a policy of excluding institutions from our counterparty list if 
the lowest of the rating agency ratings is below our threshold.  This is termed the 
lowest common denominator (LCD) approach.  For example a bank with a  Fitch 
rating of “A-“; a Moody’s rating of “A3” and a Standard & Poor’s rating of “BBB+” 
would currently be excluded from the list as “BBB+” is below our threshold. 
 

12. Capita Asset Services have advised that taking account of the background 
information above, and the more immediate issues related to removal of implied 
sovereign support, consideration should be given to removing the LCD requirement. 
This is based on their analysis of potential worst case scenarios of major UK and 
overseas entities suggesting that once all notches of implied sovereign support are 
removed the bulk would still maintain at least one set of ratings of “A-“ or equivalent.   
 

13. It is recommended that the lowest common denominator approach is retained within 
our investment approach.  This will continue to ensure all investments maintain a 
suitable investment grade rating.  It is however recommended that the minimum 
counterparty requirement be amended to “BBB+” or equivalent on a lowest common 
denomintor basis from “A-” as it is at present. 
 

14. The minimum credit rating for non UK sovereigns (countries) remains at AA+ (or 
equivalent). At the current time the following countries are approved (based on the 
lowest common denominator approach across the three ratings agencies): 

  



 

 

AAA AA+ 

Australia Hong Kong 

Canada United Kingdom 

Denmark Finland 

Germany Netherlands 

Luxembourg U.S.A 

Norway  

Singapore  

Sweden  

Switzerland  

 
 
ANNUAL INVESTMENT STRATEGY (AIS) 
 
Duration of Investments 
 

15. At present a prudent approach is taken for the duration of investments with any given 
counterparty.  In operation the maximum duration used would be the shorter of the 
approved maximum period of investment (as detailed in Appendix 2B) and the 
duration identified by Capita.   
 

16. At present where the Capita suggested duration is longer than the approved 
maximum period of investment within the AIS then Cabinet approval would be 
required for a longer duration to be considered. 
 

17. The Capita suggested durations are part of a wider credit worthiness policy and are 
based upon a sophisticated modelling approach which includes the credit ratings 
provided by the three main credit rating agencies as well as: 

 Credit watches and credit outlooks from the ratings agencies; 

 Credit Default Swap (CDS) spreads – giving early warning of likely changes 
in credit ratings: 

 Sovereign ratings to assess each countries creditworthiness 
 

18. It is therefore proposed to adopt a standard approach in respect of investment 
durations and utilise the Capita recommended periods as the approved maximum 
term along with adopting revised counterparty investment limits, based on the 
published credit rating as set out below. This shows the maximum time and cash 
limits in place. Where Capita have advised a shorter investment period following 
consideration of the overall creditworthiness these are noted in Appendix 2C – 
schedule 1. 

Counterparty  Time Limit † Cash Limit 

Banks and other 
organisations and securities 
whose lowest published long 
term credit rating from Fitch, 
Moody’s and Standard & 
Poor’s is: 

AAA 10 Years * £10m / 15% 

AA+ 5 Years * £10m / 15% 

AA 4 Years *  £10m / 15% 

AA- 3 Years * £10m / 15% 

A+ 2 Years £10m / 15% 

A 1 Year £7.5m / 15% 

A- 1 Year £5m / 15% 

BBB+ 6 Months £2.5m / 10% 
 Table 1 



 

 

 Permitted Investments 
 
19. The Cabinet meeting of 18 February approved the addition of subordinated debt as 

a permitted investment, with a maximum investment maturity of 30 years and a value 
capped at £1.5m per project. The amended permitted investments are set out below. 
The Head of Finance will continue to keep these under review and undertake 
investment in line with the overall objectives agreed. 
 

Investment 
Treasury Risk 

(Credit/Liquidity
/ Market) 

Control 

Investment Properties Market Index-linked interest charges 

Loans to Third Parties Market Standard Securities 

Subordinated Debt 
Interest/Market/ 

Credit 
Maximum project limits – Value and 

duration. 

Call accounts and term deposits with banks 
and building societies 

Credit & Liquidity 

 
Liquidity Risk: By maintaining a 

diversified portfolio, instruments such 
as MMFs, call accounts & CDs 

(tradeable on secondary market) are 
used to mitigate this risk. 

Credit Risk: By maintaining a 
diversified portfolio, instruments such 
as MMFs, T-Bills, Gilts & the DMADF 
Account are used to control this risk. 

Market Risk: By maintaining a 
diversified portfolio, instruments such 

as term deposits with banks and 
commercial paper are used to 

mitigate this risk. 

Call accounts and term deposits with other 
UK local authorities 

Market & 
Liquidity 

Certificates of deposit with banks and 
building societies 

Credit 

Investments with Other Organisations Credit 

Gilts Market 

Treasury Bills (T-Bills) Market 

Bonds issued by Multilateral Development 
Banks 

Market 

Local Authority Bills Market 

Commercial Paper Credit 

Corporate Bonds Credit 

AAA rated Money Market Funds Market 

Other Money Market Funds and Collective 
Investment Schemes 

Credit & Market 

Debt Management Account Deposit Facility Market 

    Table 2 
 

 
  



 

 

Creditworthiness Policy 
 
20. The overriding principle governing the Council’s investment criteria remains the 

security of its investments, although the yield or return on the investment is also a 
key consideration. After this main principle, the Council will ensure that: 
 

 It maintains a policy covering both the categories of investment types it will 
invest in, criteria for choosing investment counterparties with adequate 
security, and monitoring their security.  This is set out in the specified and 
non-specified investment sections below; and 

 It has sufficient liquidity in its investments.  For this purpose it will set out 
procedures for determining the maximum periods for which funds may 
prudently be committed.  These procedures also apply to the Council’s 
prudential indicators covering the maximum principal sums invested.   
 

21. The Head of Finance will maintain a counterparty list in compliance with the 
 following criteria and will revise the criteria and submit them to Cabinet for
 approval as necessary.  These criteria are separate to that which determines 
 which types of investment instrument are either specified or non-specified as it 
 provides an overall pool of counterparties considered high quality which the 
 Council may use, rather than defining what types of investment instruments are 
 to be used. 
 
22. Credit rating information is supplied by Capita Asset Services our treasury 
 consultants, on all active counterparties that comply with the criteria set out in 
 table 1 above.  Any counterparty failing to meet the criteria would be omitted from 
 the counterparty (dealing) list.  Any rating changes, rating watches (notification of a 
 likely change), rating outlooks (notification of a possible longer term change) are 
 provided to the Finance Service by Capita almost immediately after they occur and 
 this information is considered before any subsequent investment decision. 
 
23. Where the rating of a counterparty changes, any current investments placed with 
 that organisation will be reviewed, in consultation with the Council’s treasury 
 advisors, and appropriate action taken including where necessary seeking early 
 repayment. 
 
24. Following a comprehensive review of the 2014/15 approved counterparty list, which 

is attached as Appendix 2B for information, it is recommended that the following 
counterparties, which meet the existing minimum credit rating requirements and 
sovereign requirements, are added to the list of approved counterparties.  The 
updated list for 2015/16 is attached at Appendix 2C.  This will provide additional 
flexibility on a day to day basis in respect of placing funds without any additional 
exposure to counterparty risk. 
 

25. The following are added who meet our existing minimum credit rating of A- or 
equivalent on a lowest common denominator basis and minimum sovereign rating 
of AA+: 
 

 Macquarie Bank Limited      (Australia) 

 National Bank of Canada      (Canada) 



 

 

 Danske Bank        (Denmark) 

 Pohjola Bank        (Finland) 

 BayernLB        (Germany) 

 DZ Bank AG (Deutsche Zentral-Genossenschaftsbank) (Germany) 

 Landesbank Baden Wuerttemberg    (Germany) 

 Landesbank Berlin AG      (Germany) 

 Landesbank Hessen-Thueringen Girozentrale (Heleba) (Germany) 

 Landwirtschaftliche Rentenbank     (Germany) 

 NRW Bank         (Germany) 

 The Hong Kong and Shanghai Banking Corporation Ltd (Hong Kong) 

 Banque et Caisse d’Epargne de l’Etat    (Luxembourg) 

 Clearstream Banking      (Luxembourg) 

 Bank Nederlandse Gemeenten     (Netherlands) 

 Nederlandse Waterschapsbank N.V.    (Netherlands) 

 DnB Bank        (Norway) 

 DBS Bank Ltd        (Singapore) 

 Oversea Chinese Banking Corporation Ltd   (Singapore) 

 United Overseas Bank Ltd      (Singapore) 

 Nordea Bank AB       (Sweden) 

 Skandinaviska Enskilda Banken AB    (Sweden) 

 Swedbank AB       (Sweden) 

 UBS AG        (Switzerland)  

 Bank of America, NA       (USA) 

 Bank of New York Mellon, The     (USA) 

 BOKF, NA        (USA) 

 Citibank, NA        (USA) 

 HSBC Bank USA, NA      (USA) 

 Northern Trust Company      (USA) 

 State Street Bank and Trust Company    (USA) 

 US Bancorp        (USA) 

 Wells Fargo Bank NA      (USA) 

 Bank of New York Mellon (International) Ltd   (UK) 

 Citibank International Plc      (UK) 

 Close Brothers Ltd       (UK) 

 Credit Suisse International      (UK) 

 Goldman Sachs International     (UK) 

 Goldman Sachs International Bank    (UK) 

 MBNA Europe Bank       (UK) 

 Merrill Lynch International      (UK) 

 Morgan Stanley & Co. International Plc    (UK) 

 Sumitomo Mitsui Banking Corporation Europe Ltd  (UK) 

 UBS Ltd        (UK) 

 Coventry Building Society      (UK) 

 Leeds Building Society      (UK) 
 
  



 

 

26. The following are added who meet the recommended minimum credit rating of BBB+ 
or equivalent on a lowest common denominator basis: 

 

 Silicon Valley Bank       (USA) 

 Royal Bank of Scotland      (UK) 

 Yorkshire BS        (UK) 
 
27. Maximum group limits would also be based upon the criteria set out in paragraph 18. 

This limits the overall counterparty exposure within a group of banks of financial 
organisations which are under a single group control or influence. For example Lloyds 
Banking Group includes Bank of Scotland and Lloyds Bank. In aggregate only £5m, 
or 15% of the total portfolio could be placed with both Banks as opposed to £5m or 
15% with each. 

 
28. The following counterparties which no longer meet the existing minimum credit rating 

requirements and sovereign requirements have been removed from the list of 
approved counterparties at Appendix 2C. 

 

 BNP Paribas        (France) 

 Credit Agricole Corporate and Investment Bank   (France) 

 Credit Agricole SA       (France) 

 Societe Generale       (France) 

 National Westminster Bank Plc     (UK) 
 

29. The Royal Bank of Scotland was previously removed from the counterparty list 
following a change in rating. However they currently meet the recommended revised 
minimum of BBB+ or equivalent. As the Council’s main corporate accounts are 
domiciled with this bank, RBS is used for short term liquidity requirements (overnight 
and weekend investments) and business continuity arrangements only. The revised 
counterparty limits would extend the investment opportunities available by bringing 
RBS back onto the counterparty list. 

 
  



 

 

30. The amended Counterparty Limits for Permitted Investments is shown below: 
 

Counterparty Cash Limit Time Limit † 

Banks and other organisations 
and securities whose lowest 
published long term credit rating 
from Fitch, Moody’s and Standard 
& Poor’s is: 

AAA £10m / 15% 10 Years * 

AA+ £10m / 15% 5 Years * 

AA £10m / 15% 4 Years *  

AA- £10m / 15% 3 Years * 

A+ £10m / 15% 2 Years 

A £7.5m / 15% 1 Year 

A- £5m / 15% 1 Year 

BBB+ £2.5m / 10% 6 Months 

The Council’s current account bank (Royal Bank of 
Scotland plc) if it fails to meet the above criteria 

£5m / 15% Next day 

UK Central Government (irrespective of credit 
rating) 

Limits as set out in 
Appendix B 50 Years ** 

UK Local Authorities (irrespective of credit rating) 
Limits as set out in 
Appendix B 50 Years ** 

UK Registered Social Landlords (RSL) and 
Registered Providers of Social Housing whose 
lowest published long-term credit rating is A- or 
higher 

Limits as set out in 
Appendix B 10 Years ** 

UK Registered Social Landlords (RSL) and 
Registered Providers of Social Housing whose 
lowest published long-term credit rating is BBB- or 
higher and those without credit ratings A- or higher 

Limits as set out in 
Appendix B 5 Years 

UK Building Societies without credit ratings 
Limits as set out in 
Appendix B 1 Year 

Money Market Funds and other pooled funds 
Limits as set out in 
Appendix B N/A 

Any other organisation, subject to an external credit 
assessment and specific advice from the Council’s 
treasury management adviser 

Subject to specific 
project appraisal, 
loan 
documentation, etc 

Subject to specific 
project appraisal, 
loan 
documentation, etc 

Table 2 

 
† The time limit is doubled for investments that are secured on the borrower’s assets.  The duration 

would be the shorter of the time limit detailed above and the Capita suggested duration based 
upon the counterparty. 
*But no longer than 2 years in fixed term deposits and other illiquid instruments. 

**But no longer than 5 years fixed term deposits and other illiquid instruments. 
 

31. The amended counterparty list reflects the overall movement experienced recently in 
the financial markets as it adjusts to the changes expected from the removal of implied 
sovereign support. The counterparties added will support the overall investment 
activity, through priority being given to those with the highest rating, whilst at the same 
time ensuring sufficient capacity exists to place surplus funds over a range of 
maturities.  

 
 

32. TREASURY INDICATORS 
 

Upper limit for total principal sums invested over 364 days 
 



 

 

33. This limits the exposure to the possibility of loss that may arise as a result of the 
Council having to seek an early repayment of sums invested. This would primarily 
arise when an unexpected cash flow pressure necessitated an early recall and the 
funds could not be met from alternatives sources, such as temporary short term 
borrowing. 

 

 
2013/14 

Approved 
£’M 

2013/14 
Revised 

£’M 

2014/15 
Estimate 

£’M 

2015/16 
Estimate 

£’M 

2016/17 
Estimate 

£’M 

Upper limit for 
principal invested > 
364days 

25% 25% 25% 25% 25% 

 
 

Investment returns 
 

34. The Bank of England base rate is forecast to remain unchanged at  0.5% before 
starting to rise from quarter 4 of 2015. Bank Rate forecasts for financial year ends 
(March) are:  
 2015/16  - 0.75% 
 2016/17  - 1.25% 
 2017/18  - 2.00%    

 
35. There are downside risks to these forecasts (i.e. the start of expected increases in 

Bank of England Bank Rate occur later than expected) if economic growth weakens.  
However, should the pace of growth quicken, there could be an upside risk. 

 
36. Capita have indicated that for budget purposes the following estimates of  rates for 

returns on investments placed for periods up to 100 days during each financial year 
for the next eight years are adopted:  

 

 2015/16  - 0.60% 

 2016/17  - 1.25% 

 2017/18  - 1.75% 

 2018/19  - 2.25% 

 2019/20  - 2.75% 

 2020/21  - 3.00% 

 2021/22  - 3.25% 

 2022/23  - 3.25% 

 Later years - 3.50% 
 

 

 

  



 

 

APPENDIX 2A 

CREDIT RATING AGENCY – EQUIVALENTS & DEFINITIONS 

Fitch Moody’s Standard & Poor’s 
AAA Aaa AAA 

AA+ 
AA 
AA- 

Aa1 
Aa2 
Aa3 

AA+ 
AA 
AA- 

A+ 
A 
A- 

A1 
A2 
A3 

A+ 
A 
A- 

BBB+ 
BBB 
BBB- 

Baa1 
Baa2 
Baa3 

BBB+ 
BBB 
BBB- 

Definitions: 
AAA 
Highest credit quality. “AAA” 
ratings denote the lowest 
expectation of credit risk. They 
are assigned only in the case of 
exceptionally strong capacity 
for payment of financial 
commitments. This capacity is 
highly unlikely to be adversely 
affected by foreseeable events. 

Aaa 
Obligations rated Aaa are 
judged to be of the highest 
quality with minimal credit risk. 

AAA 
An obligator rated AAA has 
extremely strong capacity to 
meet its financial commitments. 

AA 
Very high credit quality. “AA” 
denotes expectations of very 
low credit risk. Indicate very 
strong capacity for payment of 
financial commitments. This 
capacity is not significantly 
vulnerable to foreseeable 
events 

Aa 
Obligations rated Aa are judged 
to be of high quality and are 
subject to very low credit risk 

AA 
An obligator rated “AA” has 
very strong capacity to meet its 
financial commitments. It difers 
from the highest grade 
obligators only to a small 
degree. 

A 
High credit quality. “A” denotes 
expectations of low credit risk. 
Capacity for payment of 
financial commitments is 
considered strong.This capacity 
may nevertheless, be more 
vulnerable to changes in 
circumstances or in economic 
conditions than is the case for 
higher ratings. 

A 
Obligations grade A are 
considered upper-medium 
grade and are subject to low 
credit risk. 

A 
An obligator dated “a” has 
strong capacity to meet its 
financial commitments but is 
somewhat more susceptible to 
the adverse effects of changes 
in circumstances and economic 
conditions than those in higher 
categories. 

BBB 
Good credit rating. Indicates 
current expectations of low 
credit risk. Capacity for 
payment of financial 
commitments is considered 
adequate but adverse changes 
in economic conditions are 
more likely to impair this 
capacity. 

Baa 
Obligations rated Baa are 
subject to moderate credit risk. 
They are considered medium 
grade and as such may contain 
certain speculative 
characteristics. 

BBB 
An obligator rated “BBB” has 
adequate capacity to meet its 
commitments. However 
adverse economic conditions 
are more likely to lead to a 
weakened capacity to meet its 
commitments 

 



 

 

APPENDIX 2B 

EAST AYRSHIRE COUNCIL 

COUNTERPARTY INVESTMENT LIST 2014/15 

Instrument 
Country/ 

Domicile 
Counterparty 

Maximum 

Counterparty Limits 

%/£m 

Maximum 

Maturity Limit 

Treasury Risk 

Exposure 

Controls to Mitigate 

Treasury Risks 

Term Deposits UK DMADF, DMO No limit 2 Years 
Liquidity risk, market 

risk 

Maturity Limit 2 

Years 

Term Deposits/Call 

Accounts 
UK Other UK Local Authorities 20%/£10m 2 Years 

Credit risk, security 

risk 

Maturity Limit 2 

Years 

Term Deposits/Call 

Accounts 
UK / Non-UK 

Counterparties rated at least A- Long Term 

and F1 Short Term (or equivalent) 

See attached 

schedule 

See attached 

schedule 

Credit risk, security 

risk 

Ongoing monitoring 

in conjunction with 

Capita Asset Services 

Gilts UK DMO No limit 5 Years market risk 
Maturity Limit 5 

Years 

T-Bills UK DMO No limit  6 Months 
Liquidity risk, market 

risk 

Maturity Limit 6 

Years 

LA Bills UK Other UK Local Authorities No limit 2 Years 
Credit risk, security 

risk 

Maturity Limit 2 

Years 

Bonds issued by 

multilateral development 

banks 

 

(For example, European Investment 

Bank/Council of Europe, Inter American 

Development Bank) 

No limit 5 Years market risk 
Maturity Limit 5 

Years 

Money Market Funds 
UK/Ireland /  

Luxembourg 

CNAV MMFs (AAA-rated) 

VNAV MMFs (where there is greater than 

12 month history of a consistent £1 Net 

Asset Value) 

20%/£10m 

No greater than 

0.5% of NAV of Fund 

These funds do 

not have a 

maturity date 

Market risk 

Ongoing monitoring 

in conjunction with 

Capita Asset Services 

Other MMFs and 

Collective Investment 

Schemes 

UK/Ireland/ 

Luxembourg 

domiciled 

Pooled funds  

20%/£10m 

No greater than 

0.5% of NAV of Fund 

These funds do 

not have a 

maturity date 

Market risk 

Ongoing monitoring 

in conjunction with 

Capita Asset Services. 



 

 

APPENDIX 2B – Schedule 1 

EAST AYRSHIRE COUNCIL 

COUNTERPARTY INVESTMENT LIST 2014/15 – TERM DEPOSITS AND CALL ACCOUNTS 

Instrument 
Country/ 

Domicile 
Counterparty 

2014/15 

Maximum 

Counterparty 

Limit %/£m 

2014/15 

Maximum 

Period of 

Investment 

2014/15 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts UK Santander UK Plc (Banco Santander Group) 15%/10M 100 Days 15%/£10m 

Term Deposits/Call Accounts UK Bank of Scotland (Lloyds Banking Group) 15%/5M 6 Months 15%/£5m 

Term Deposits/Call Accounts UK Lloyds TSB (Lloyds Banking Group) 15%/5M 6 Months 15%/£5m 

Term Deposits/Call Accounts UK Barclays Bank Plc 15%/5M 12 Months 15%/£5m 

Term Deposits/Call Accounts UK HSBC Bank Plc 15%/5M 12 Months 15%/£5m 

Term Deposits/Call Accounts UK Nationwide Building Society 15%/5M 12 Month 15%/£5m 

Term Deposits/Call Accounts UK NatWest (RBS Group) 15%/5M 6 Months 15%/£5m 

Term Deposits/Call Accounts UK Royal Bank of Scotland (RBS Group) 15%/5M 6 Months 15%/£5m 

Term Deposits/Call Accounts UK Standard Chartered Bank 15%/5M 12 Months 15%/£5m 

Term Deposits/Call Accounts Australia Australia and NZ Banking Group £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 



 

 

Term Deposits/Call Accounts Australia Commonwealth Bank of Australia £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Australia National Australia Bank Ltd (National Australia 

Bank Group) 

£5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Australia Westpac Banking Corp £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Canada Bank of Montreal £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Canada Bank of Nova Scotia £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Canada Canadian Imperial Bank of Commerce £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Canada Royal Bank of Canada £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Canada Toronto-Dominion Bank £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts US JP Morgan £5m (country 

limit 15%) 
3 Months 

£5m (country 

limit 15%) 

Term Deposits/Call Accounts Finland Nordea Bank Finland £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts France BNP Paribas £5m (country 

limit 15%) 

100 Days £5m (country 

limit 15%) 



 

 

Term Deposits/Call Accounts France Credit Agricole CIB (Credit Agricole Group) £5m (country 

limit 15%) 

100 Days £5m (country 

limit 15%) 

Term Deposits/Call Accounts France Credit Agricole SA (Credit Agricole Group) £5m (country 

limit 15%) 

100 Days £5m (country 

limit 15%) 

Term Deposits/Call Accounts France Société Générale  £5m (country 

limit 15%) 

100 Days £5m (country 

limit 15%) 

Term Deposits/Call Accounts Germany Deutsche Bank AG £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Netherlands ING Bank NV £5m (country 

limit 15%) 

100 Days £5m (country 

limit 15%) 

Term Deposits/Call Accounts Netherlands Rabobank £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Sweden Svenska Handelsbanken £5m (country 

limit 15%) 

12 Months £5m (country 

limit 15%) 

Term Deposits/Call Accounts Switzerland Credit Suisse £5m (country 

limit 15%) 

100 Days £5m (country 

limit 15%) 

 

Non-UK Banks – restricted to a maximum exposure of 15% per country.  This means that effectively all investments can be made with non-UK institutions, but it 

limits the risk of over-exposure to any one country. 

 
 
 

 
  



 

 

APPENDIX 2C 

EAST AYRSHIRE COUNCIL 

COUNTERPARTY INVESTMENT LIST 2015/16 

Instrument 
Country/ 

Domicile 
Counterparty 

Maximum 

Counterparty Limits 

%/£m 

Maximum 

Maturity Limit 

Treasury Risk 

Exposure 

Controls to Mitigate 

Treasury Risks 

Term Deposits UK DMADF, DMO No limit 2 Years 
Liquidity risk, market 

risk 

Maturity Limit 2 

Years 

Term Deposits/Call 

Accounts 
UK Other UK Local Authorities 15%/£10m 2 Years 

Credit risk, security 

risk 

Maturity Limit 2 

Years 

Term Deposits/Call 

Accounts 
UK / Non-UK 

Counterparties rated at least BBB+ Long 

Term (or equivalent) 

See attached 

schedule 1 

See attached 

schedule 1 

Credit risk, security 

risk 

Ongoing monitoring 

in conjunction with 

Capita Asset Services 

Gilts UK DMO No limit 5 Years market risk 
Maturity Limit 5 

Years 

T-Bills UK DMO No limit  6 Months 
Liquidity risk, market 

risk 

Maturity Limit 6 

Years 

LA Bills UK Other UK Local Authorities No limit 2 Years 
Credit risk, security 

risk 

Maturity Limit 2 

Years 

Bonds issued by 

multilateral development 

banks 

 

(For example, European Investment 

Bank/Council of Europe, Inter American 

Development Bank) 

No limit 5 Years market risk 
Maturity Limit 5 

Years 

Money Market Funds 
UK/Ireland /  

Luxembourg 

CNAV MMFs (AAA-rated) 

VNAV MMFs (where there is greater than 

12 month history of a consistent £1 Net 

Asset Value) 

10%/£10m 

No greater than 

0.5% of NAV of Fund 

These funds do 

not have a 

maturity date 

Market risk 

Ongoing monitoring 

in conjunction with 

Capita Asset Services 

Other MMFs and 

Collective Investment 

Schemes 

UK/Ireland/ 

Luxembourg 

domiciled 

Pooled funds  

10%/£10m 

No greater than 

0.5% of NAV of Fund 

These funds do 

not have a 

maturity date 

Market risk 

Ongoing monitoring 

in conjunction with 

Capita Asset Services. 



 

 

 

APPENDIX 2C – Schedule 1 

EAST AYRSHIRE COUNCIL 

UPDATED COUNTERPARTY INVESTMENT LIST 2015/16 – TERM DEPOSITS AND CALL ACCOUNTS 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts UK Santander UK Plc (Banco Santander Group) 
A 

6 months 
15%/£7.5m 

Term Deposits/Call Accounts UK Bank of Scotland (Lloyds Banking Group) A 12 months 15%/£7.5m 

Term Deposits/Call Accounts UK Lloyds Bank (Lloyds Banking Group) A 12 months 15%/£7.5m 

Term Deposits/Call Accounts UK Barclays Bank Plc A 6 months 15%/£7.5m 

Term Deposits/Call Accounts UK HSBC Bank Plc 
AA- 

12 months 15%/£10m 

Term Deposits/Call Accounts UK Nationwide Building Society 
A 

6 months 15%/£7.5m 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts UK Standard Chartered Bank 
A+ 

6 months 
15%/£10m 

Term Deposits/Call Accounts UK Bank of New York Mellon (International) Ltd 
AA- 

12 months 
15%/£10m 

Term Deposits/Call Accounts UK Citibank International Plc 
A 

100 days 
15%/£7.5m 

Term Deposits/Call Accounts UK Close Brothers Ltd 
A- 

100 days 
15%/£5m 

Term Deposits/Call Accounts UK Credit Suisse International 
A 

6 months 
15%/£7.5m 

Term Deposits/Call Accounts UK Goldman Sachs International 
A 

100 days 
15%/£7.5m 

Term Deposits/Call Accounts UK Goldman Sachs International Bank 
A 

100 days 
15%/£7.5m 

Term Deposits/Call Accounts UK MBNA Europe Bank 
A- 

100 days 
15%/£5m 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts UK Merrill Lynch International 
A 

6 months 
15%/£7.5m 

Term Deposits/Call Accounts UK Morgan Stanley & Co. International Plc 
A- 

100 days 
15%/£5m 

Term Deposits/Call Accounts UK Royal Bank of Scotland PLC 
BBB+ 

6 Months 
15%/£2.5m 

Term Deposits/Call Accounts UK Sumitomo Mitsui Banking Corporation 

Europe Ltd A- 
100 days 

15%/£5m 

Term Deposits/Call Accounts UK UBS Ltd 
A 

6 months 
15%/£7.5m 

Term Deposits/Call Accounts UK Coventry BS 
A- 

100 days 
15%/£5m 

Term Deposits/Call Accounts UK Yorkshire BS 
BBB+ 

100 days 
15%/£2.5m 

Term Deposits/Call Accounts UK Leeds BS 
A- 

100 days 
15%/£5m 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts Australia Australia and NZ Banking Group 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Australia Commonwealth Bank of Australia 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Australia National Australia Bank Ltd (National 

Australia Bank Group) AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Australia Westpac Banking Corp 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Australia Macquarie Bank Limited 

A 

100 days Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Canada Bank of Montreal 

A+ 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Canada Bank of Nova Scotia 

A+ 

12 months Country limit 

15% (See 

Note below) 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts Canada Canadian Imperial Bank of Commerce 

A+ 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Canada Royal Bank of Canada 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Canada Toronto-Dominion Bank 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Canada National Bank of Canada 

A 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Denmark Danske Bank 

A- 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Finland Nordea Bank Finland 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Finland Pohjola Bank 

A+ 

12 months Country limit 

15% (See 

Note below) 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts Germany Deutsche Bank AG 

A- 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Germany BayernLB 

A- 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Germany DZ Bank AG (Deutsche Zentral-

Genossenschaftsbank) A+ 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Germany Landesbank Baden Weerttemberg 

A 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Germany Landesbank Berlin AG 

A+ 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Germany Landesbank Hessen-Thueringen Girozentrale 

(Helaba) A 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Germany Landwirtschaftliche Rentenbank 

AAA 

24 months Country limit 

15% (See 

Note below) 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts Germany NRW Bank 

AA- 

24 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Hong Kong The Hong Kong and Shanghai Banking 

Corporation Ltd AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Luxembourg Banque et Caisse d’Epargne de l’Etat 

AA+ 

24 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Luxembourg Clearstream Banking 

AA 

24 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Netherlands ING Bank NV 

A 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Netherlands Rabobank 

A+ 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Netherlands Bank Nederlandse Gemeenten 

AA+ 

24 months Country limit 

15% (See 

Note below) 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts Netherlands Nederlandse Waterschapsbank N.V. 

AA+ 

24 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Norway DnB Bank 

A+ 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Singapore DBS Bank Ltd 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Singapore Overseas Chinese Banking Corporation Ltd 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Singapore United Overseas Bank Ltd 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Sweden Svenska Handelsbanken 

AA- 

12 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Sweden Nordea Bank AB 

AA- 

12 months Country limit 

15% (See 

Note below) 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts Sweden Skandinaviska Enskilda Banken AB 

A+ 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Sweden Swedbank AB 

A+ 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Switzerland Credit Suisse 

A 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts Switzerland UBS AG 

A 

6 months Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts US JP Morgan 

A+ 12 months 

Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts US Bank of America, N.A. 

A 6 months 

Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts US Bank of New York Mellon, The 

AA- 12 months 

Country limit 

15% (See 

Note below) 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts US BOKF, NA 

A 6 months 

Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts US Citibank, N.A. 

A 100 days 

Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts US HSBC Bank USA, N.A. 

A+ 12 months 

Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts US Northern Trust Company 

A+ 12 months 

Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts US Silicon Valley Bank 

BBB+ 100 days 

Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts US State Street Bank and Trust Company 

AA- 12 months 

Country limit 

15% (See 

Note below) 

Term Deposits/Call Accounts US U.S. Bancorp 

A+ 12 months 

Country limit 

15% (See 

Note below) 



 

 

Instrument 
Country/ 

Domicile 
Counterparty 

Lowest Long 

Term Rating 

(20/2/15) 

Sector 

Suggested 

Duration 

(3/2/15) 

2015/16 

Maximum 

Group Limit 

(if applicable) 

%/£m 

Term Deposits/Call Accounts US Wells Fargo Bank NA 

AA- 12 months 

Country limit 

15% (See 

Note below) 

  

 Note: Non UK Counterparties 

Banks and other organisations and securities whose 
lowest published long term credit rating from Fitch, 
Moody’s and Standard & Poor’s is: 

AAA £10m / 15% Notwithstanding the individual limits 
set in this table in aggregate 

investments with non UK 
counterparties are restricted to a 

maximum exposure of the lower of 
the individual limit and the 15% of 

the portfolio limit per country.   
 

AA+ £10m / 15% 

AA £10m / 15% 

AA- £10m / 15% 

A+ £10m / 15% 

A £7.5m / 15% 

A- £5m / 15% 

BBB+ £2.5m / 10% 

 


