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INVESTMENTS AND INTEREST RATES

Background

The Town Council approved an Investment policy in September 2017 (Appendix 1)
that had been recommended by Internal Audit Committee. The policy refers to the
£85,000 limit per investment in order for the Town Council to enjoy protection under
the Financial Services Compensation Scheme should the financial institution fail and
the Council’s investment be lost.

Over the last year, the Clerk has been researching alternative accounts/bonds for the
Committee to consider as part of an investment portfolio to spreads the risk to the
Council’s reserves which are currently distributed between Barclays Bank and CCLA
(Public Sector Deposit Fund) as follows:

Balances as at 31° May

Barclays Business Premium Account £ 865,903.14
Barclays Rate Reward £ 343,601.24
CCLA Public Sector Deposit Account £ £51,425.45

Annual interest from all accounts for 1029/20 was £3450.25 (includes approx. £125
per month from each of the Barclays accounts and £40.00 per month from CCLA)

The Council keeps £60,000 in the current account and monthly expenditure is
normally about £40,000 so a monthly transfer from the Business Premium Account of
£40,000 is made before the BACS run.

The £343,601.24 in the Rate Reward account has never been touched and just
continues to accrue interest.

Following a conversation late last year with CCLA about their Property Fund for
possible inclusion in the investment portfolio, the Clerk was informed that the FSCS
does not protect deposits made by a public authority (including a parish council),
unless it is a small local authority with an annual budget of up to EUR500,000. The
Town Council’s reserves are therefore not protected under the scheme no matter
where they are deposited and limiting any one investment to £85,000 serves only
one purpose of spreading the risk of the Council’s total reserves between financial
institutions.

COVID, Interest Rates And Investment Products

The COVID crisis has impacted on interest rates and the availability of investment

and savings products. Many of the 2, 3 or 5 year bonds the Town Clerk was looking at have
been withdrawn from the market, due to interest rates offered on products having dropped
by over a third.
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2.2. The Town Council has received notification from Barclays of a change in interest
rates as follows:

From 24 July 2020 the standard interest rates will be changing as follows:

S c?sﬁ T e ) i Current Ratesfron— |~ e e
o el standard rates 24 July 2020 e
Less than £100,000 0.10% 0.01% Reduced by 0.09%
£100,000 to o o 9
BliSiASE Pratriling Account £1.000.000 0.20% 0.01% Reduced by 0.19%
More than % 19 Reduced by 0.29%
£1.000,000 0.30% 0.01% y 0.29%
Products Withdrawal made | Current standard Rates from :
in the month rates 24 july 2020 S s niEe
Yes 0.00% 0.00% No change
Rate Reward
No 0.30% 0.01% Reduced by 0.29%

2.3. The CCLA Public Sector Deposit Fund yield has shown rapid decrease over the last
guarter owing to the impact of COVID.

15t April 2019 Yield 0.7788 %
1% October 2019 0.7028 %
31 March 2020 0.4804 %
5 June 2020 0.2992 %

In addition CCLA have currently suspended the Property Fund which was one of the
funds the Clerk was about to recommend.

Access to funds in PSDF is 24 hours notice.

2.4.  The main current possible portfolio options for the Town Council (most of whom are
used by other Town and Parish Councils) are as follows;

Term % Institution Notes

5 years 1.7 Cambridge & iiE Green Award 5 years running
Counties Bank (Investors in the Environment)

5 years 1.3 Masthaven No further information

3 years 0.85 Hampshire Trust

2years 0.8 Hampshire Trust

2 years 1.45 Shawbrook Bank

1 year 0.4% Nationwide

1 0.75% Hampshire Trust

1 0.91% Masthaven
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1 0.4% Triodos Ethical investment. Based in Bristol. Can
only make one deposit during the term
(min £5k max £500k)

32 day access 1% Investec

24hours 0.2992% CCLA Public Sector Deposit Fund not fixed and
falling

Instant 0.5% Aldemore

Instant 0.6% Charity Bank

Instant 0.4% Unity Trust Bank | Used by many PC’s — offer dual
authorisation. Possible change to Unity
from Barclays for current account

2.5.

2.6

2.7

The Clerk has not been able to get Moody’s ratings for the above as this requires
subscription to Moody’s. There is a concern that owing to the COVID crisis, some of
the less well-known institutions may not be robust enough to withstand the economic
impact over the next year.

Two Institutions have green/ethical credentials and are highlighted above. Public
Sector Deposit Fund is used by most local authorities (including B&NES) and Unity
Trust Bank is used by many Town and Parish Councils for current accounts as it
provides a dual authorisation payment system for Councillors. (Barclays only have one
authorisation on the bank mandate).

In respect of amount to deposit in various accounts — it is suggested that £340k from
the Rate Reward is allocated as longer term investment and distributed between

a) Cambridge and Counties Bank 5 year term at 1.7%.

b) Triodos 1 year at 0.4%.

The Committee may wish to specify an amount from the Business Premium Account to
be deposited into either an instant access (Unity Trust) or the CCLA Public Sector
Deposit Fund.

RECOMMENDATIONS

1.0

11

1.2

0] To consider amendments to the investment Strategy and Policy detailed below.

(i) To consider whether/how to distribute the reserves in the Barclays Rate
Reward and/or

(iii) To consider whether/how to distribute further reserves in Business Premium
account and/or

(iv) To detail further information required before any decision can be made.

KEYNSHAM TOWN COUNCIL INVESTMENT STRATEGY & POLICY

Introduction

The strategy has been produced and complies with the guidance issued by the
Secretary of State under Section 15(1) (a) of the Local Government Act 2003.

Keynsham Town Council acknowledges its responsibility to the community and the
importance of prudently investing the temporary surplus funds held on behalf of the
community.
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2.0 Objectives
2.1 The general policy objective for this Council is prudent investment on its balances.

2.2

3.0
3.1

3.2

3.3

3.4

4.0

4.1

The Council’s investment priorities are:
0] the security of its reserves

(i) the liquidity of its investments and
(iii) the return on its investments.

The Council will aim to achieve the optimum return on its investments commensurate
with proper levels of security and liquidity.

Policies
All the Town Council’s investments will be Specified Investments which are those
offering high security and high liquidity. This means that:

0] All investments will be made in sterling and any payments or repayments will
also be made in sterling.
(i) Long term investments (specify how long )will be limited to a maximum of

£100,000 and will be reviewed annually,

(iii) All investments will be made with a body or investment scheme which has
been awarded a high credit rating by a credit rating agency !
(A high credit rating will be defined as ‘A’ ‘High Credit Quality’.)

(iv) All non long term investments will be made in UK banks and building societies
and limited per organisation/institution to the maximum amount protected
under the financial services compensation scheme (currently £85000 as of
Jan 2017) Do the Committee wish to change this?

Credit Ratings will be monitored at quarterly intervals. If the credit rating falls during
that period, the Town Clerk, in consultation with the Chairman of the Town Council,
will decide on the appropriate action.

For prudent management of its balances, the Town Council, maintaining sufficient
levels of security and liquidity, will adopt a policy whereby funds which are likely to be
surplus for up to three months can be invested in short term deposits with one or
more of the UK major clearing banks and/or building societies.

Fhe-Bepartment-ofy Ministry of Housing Communities and Local Government
maintain that borrowing of monies purely to invest, or to lend and make a return is
unlawful and the Town Council will not engage in such activity.

A Credit Rating Agency is defined in the guidance as one of the following three
companies:

Standard and Poor’s; Moody’s Investors Service Ltd; Fitch Ratings Ltd.

In order to do this, the Finance tterral-Audit & Policy Committee will monitor
guarterly cash-flow forecasts and make recommendations to Town Council in respect
of an annual cash flow forecast to ascertain expenditure commitments for the coming
financial year .

Review and Amendment of the Strategy

The Town Clerk will review this strategy annually for presentation to the lrternal-Audit
Finance & Policy Committee when annual estimates are being considered.
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4.2 The Finance taternal-Audit & Policy Committee may recommend variations of the
strategy for approval by the Full Council in accordance with the guidance from the
Secretary of State.

4.3 At the end of the financial year during the preparation of accounts the Town Clerk
will also report on investment activity.

4.4 The Finance taterral-Audit-& Policy Committee will review the Town Council’s
banking arrangements every two years and make recommendations to the April
Town Council meeting in the second and fourth years of the Council’s term.

4.5 The Town Council will consider the placement of the Town Council’s deposits one
month before any bond matures.

Adopted by the Town Council at its meeting on 19" September 2017



