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1.

Epping Forest District Council
Treasury Management Strategy Statement
and Investment Strategy 2011/12 to 2013/14

Background

1.1. 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) and
Prudential Indicators on an annual basis. The TMSS also incorporates the Investment
Strategy as required under the CLG’s Investment Guidance.

1.2. CIPFA has defined Treasury Management as:
“the management of the organisation’s investments and cash flows, its banking, money
market and capital market transactions; the effective control of the risks associated with
those activities; and the pursuit of optimum performance consistent with those risks.”

1.3.The Council is responsible for its treasury decisions and activity. No treasury management
activity is without risk. The successful identification, monitoring and control of risk are
integral to treasury management activities and include Credit and Counterparty Risk,
Liquidity Risk, Market or Interest Rate Risk, Refinancing Risk and Legal and Regulatory
Risk.

1.4.The strategy takes into account the impact of the Council’s Revenue Budget and Capital
Programme on the Balance Sheet position, the current and projected Treasury position
(Appendix A), the Prudential Indicators and the outlook for interest rates (Appendix B).

1.5.The purpose of this TMSS is to approve:

Treasury Management Strategy for 2011-12 (Borrowing - Section 4, Investments -
Section 5)

Prudential Indicators — (NB: the Authorised Limit is a statutory limit)
MRP Statement — Section 8
Use of Specified and Non-Specified Investments — Appendices C & D

1.6. The Council approved the adoption of the CIPFA Treasury Management Code on 22 April
2002. The Council has incorporated the changes from the revised CIPFA Code of Practice
(November 2009) into its treasury policies, procedures and practices.

1.7. All treasury activity will comply with relevant statute, guidance and accounting standards.
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2. Balance Sheet and Treasury Position

2.1.The underlying need to borrow for capital purposes, as measured by the Capital Financing

Requirement (CFR), together with Balances and Reserves, are the core drivers of Treasury
Management Activity. The estimates, based on the current Revenue Budget and Capital

Programmes, are:

31/03/2011 | 31/03/2012 | 31/03/2013 | 31/03/2014
Estimate Estimate Estimate Estimate
£m £m £m £m

General Fund CFR 37.519 37.519 37.519 37.519
HRA CFR -38.303 161.697 161.697 161.697
Total CFR -0.784 179.216 179.216 179.216
Less:
Existing Profile of Borrowing and 0.000 0.000 0.000 0.000
Other Long Term Liabilities
Cumulative Maximum External

. . -0.784 179.216 179.216 179.216
Borrowing Requirement
Balances & Reserves 50.000 -47.000 -43.000 -37.000
Cumulative Net Borrowing -50.784 132216 | 136.216 142.216
Requirement/(Investments)

2.2. The Council’s level of physical debt and investments is linked to these components of the

Balance Sheet. The current portfolio position is set out at Appendix A. Market conditions,
interest rate expectations and credit risk considerations will influence the Council’s
strategy in determining the borrowing and investment activity against the underlying
Balance Sheet position. The Council will ensure that net physical external borrowing (i.e.
net of investments) will not exceed the CFR other than for short term cash flow

requirements.

Estimates of Capital Expenditure:
2.3. 1t is a requirement of the Prudential Code to ensure that capital expenditure remains

within sustainable limits and, in particular, to consider the impact on Council Tax and in
the case of the HRA, housing rent levels.

Capital Expenditure 2010/11 | 2010/11 | 2011/12 | 2012/13 | 2013/14
Approved | Revised | Estimate | Estimate | Estimate
£m £m £m £m £m
Non-HRA 8.511 4.786 6.431 2.370 1.221
HRA 6.956 6.636 6.973 6.875 5.831
Total 15.467 11.422 13.404 9.245 7.052
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2.4. Capital expenditure is expected to be financed as follows:

Capital Financing 2010/11 | 2010/11 | 2011/12 | 2012/13 | 2013/14

Approved | Revised | Estimate | Estimate | Estimate

£m £m £m £m £m

Capital receipts 7.720 3.431 5.801 2.024 0.918
Government Grants 0.841 1.398 0.658 0.396 0.353
Major Repairs Allowance 5.143 4,783 4.873 4,775 3.731
Revenue contributions 1.763 1.810 2.072 2.050 2.050
Total Financing 15.467 | 11.422 13.404 9.245 7.052
Supported borrowing 0.000 0.00 0.000 0.000 0.000
Unsupported borrowing 0.000 0.00 0.000 0.000 0.000
Total Funding 0.000 0.00 0.000 0.000 0.000
Total Financing and Funding 15.467 11.422 13.404 9.245 7.052

Incremental Impact of Capital Investment Decisions:

2.5. As an indicator of affordability the table below shows the impact of capital investment
decisions on Council Tax and Housing Rent levels. The incremental impact is calculated by
comparing the total revenue budget requirement of the current approved capital
programme with an equivalent calculation of the revenue budget requirement arising
from the proposed capital programme.

Incremental Impact of Capital 2010/11 2011/12 | 2012/13 2013/14
Investment Decisions Approved | Estimate | Estimate Estimate

£ £ £ £
Increase in Band D Council Tax -0.42 0.71 2.33 3.13
Incregse in Average Weekly 0.11 181 3.99 398
Housing Rents

Reform to the Council Housing Subsidy System:

2.6. CLG consulted on proposals to reform the council housing subsidy system in July 2010.
The consultation proposed a removal of the subsidy system by offering a one-off
reallocation of debt. Details of the new system were announced in February 2011 and will
be introduced in the Localism Bill later this Autumn to enable the new system to start in
2012.

2.7. This will require the Council to fund the amount owed in the medium term through
internal resources and/or external borrowing. The Council has the option of borrowing
from the PWLB or the market. The type of loans taken will be decided on in discussions
with the Housing directorate, members and the councils’ Treasury Advisors.

2.8.The estimate for interest payments in 2011/12 is nil and for interest receipts is £0.667m.
The ratio of financing costs to the Council’s net revenue stream is an indicator of
affordability and highlights the revenue implications of existing and proposed capital
expenditure by identifying the proportion of the revenue budget required to meet
borrowing costs. The ratio is based on costs net of investment income.
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Ratio of Financing Costs 2010/11 | 2010/11 | 2011/12 | 2012/13 | 2013/14
to Net Revenue Stream Approved | Revised | Estimate | Estimate | Estimate
% % % % %
Non-HRA -2.52 -1.36 0.54 3.99 6.03
HRA -2.60 -1.40 -4.59 30.49 27.98

3. Borrowing Strategy

3.1.

3.2.

3.3.

The Council’s balance of Actual External Debt at 31/03/10 (gross borrowing plus other
long-term liabilities) is shown in Appendix A. This is measured in a manner consistent for
comparison with the Operational Boundary and Authorised Limit.

The Authorised Limit sets the maximum level of external borrowing on a gross basis (i.e.
not net of investments) and is the statutory limit determined under Section 3(1) of the
Local Government Act 2003 (referred to in the legislation as the Affordable Limit).

The Operational Boundary links directly to the Council’s estimates of the CFR and
estimates of other cashflow requirements. This indicator is based on the same estimates
as the Authorised Limit reflecting the most likely, prudent but not worst case scenario but
without the additional headroom included within the Authorised Limit.

External Debt 2010/11 | 2010/11 | 2011/12 | 2012/13 | 2013/14
Approved | Revised | Estimate | Estimate | Estimate
£m £m £m £m £m
Authorised Limit 5.0 5.0 200.0 200.0 200.0
Operational Boundary 0.5 0.5 181.0 181.0 181.0

3.4.

3.5.

3.6.

The Director of Finance & ICT has delegated authority, within the total limit for any
individual year, to effect movement between the separately agreed limits for borrowing
and other long-term liabilities. Decisions will be based on the outcome of financial option
appraisals and best value considerations. Any movement between these separate limits
will be reported to the next meeting of the Council.

In conjunction with advice from its treasury advisor, Arlingclose Ltd, the Council will keep
under review the following borrowing options:

PWLB loans

Borrowing from other local authorities

Borrowing from institutions such as the European Investment Bank and directly

from Commercial Banks

Borrowing from the Money Markets

Local authority stock issues

Local authority bills

Structured finance

Notwithstanding the issuance of Circular 147 on 20™ October following the CSR
announcement which increases the cost of new local authority fixed rate loans to 1%
above the cost of the Government’s borrowing, the PWLB remains an attractive source of
borrowing, given the transparency and control that its facilities continue to provide. The
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types of PWLB borrowing that are considered appropriate for a low interest rate
environment are:

Variable rate borrowing

Medium-term Equal Instalments of Principal (EIP) or Annuity Loans

Long-term Maturity loans, where affordable

3.7. Capital expenditure levels, market conditions and interest rate levels will be monitored
during the year in order to minimise borrowing costs over the medium to longer term and
maintaining stability. The differential between debt costs and investment earnings,
despite long term borrowing rates being at low levels, remains acute and this is expected
to remain a feature during 2011/12. The “cost of carry” associated with medium- and
long-term borrowing compared to temporary investment returns means that new fixed
rate borrowing could entail additional short-term costs. The use of internal resources in
lieu of borrowing may again, in 2011/12, be the most cost effective means of financing
capital expenditure.

3.8.PWLB variable rates are expected to remain low as the Bank Rate is maintained at
historically low levels for an extended period. Exposure to variable interest rates will be
kept under regular review. Each time the spread between long-term rates and variable
rates narrows by 0.50%, this will trigger a formal review point and options will be
considered in conjunction with the Authority’s Treasury Advisor and decisions taken on
whether to retain the same exposure or change from variable to fixed rate debt.

3.9 The Council is likely to borrow in the region of £200m for housing reform. There is the
possibility that the Council may borrow in advance of spending needs. If this occurs, a
report to members would be made stating the benefits for undertaking such a
transaction.

3.10 The rationale for rescheduling would be one or more of the following:
Savings in interest costs with minimal risk
Balancing the volatility profile (i.e. the ratio of fixed to variable rate debt) of the
debt portfolio
Amending the profile of maturing debt to reduce any inherent refinancing risks.
As opportunities arise, they will be identified by Arlingclose and discussed with the
Council’s officers.

3.11 Borrowing activity will be reported to the Finance & Performance Cabinet Committee.

3.12 The following Prudential Indicators allow the Council to manage the extent to which it
is exposed to changes in interest rates. The upper limit for variable rate exposure has
been set to ensure that the Council is not exposed to interest rate rises which could
adversely impact on the revenue budget. The limit allows for the use of variable rate
debt to offset exposure to changes in short-term rates on investments.

The Council’s existing level of fixed interest rate exposure is (74)% and variable rate
exposure is (26)%.
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Interest Rate Exposure 2010/11 2010/11 | 2011712 | 2012/13 | 2013/14
Approved | Revised | Estimate | Estimate | Estimate
% % % % %
Upper Limit for Fixed 100 100 100 100 100
Upper Limit for Variable 50 50 50 50 50

The limits are for both borrowing and investments.

3.13. The Council will also limit and monitor large concentrations of fixed rate debt needing
to be replaced. Limits in the following table are intended to control excessive
exposures to volatility in interest rates when refinancing maturing debt.

Existing level (or Lower Limit | Upper Limit

Maturity structure of fixed rate | Benchmark level) PP

; for 2011/12 | for 2011/12
borrowing at 31/03/10 0 0

v % %
0

under 12 months 0 0 100
12 months and within 24 months 0 0 100
24 months and within 5 years 0 0 100
5 years and within 10 years 0 0 100
10 years and within 20 years 0 0 100
20 years and within 30 years 0 0 100
30 years and above 0 0 100

4. |nvestment Policy and Strateqy
4.1. Guidance from CLG on Local Government Investments in England requires that an Annual
Investment Strategy (AIS) be set.

4.2. The Council’s investment priorities are:
- security of the invested capital,
- liquidity of the invested capital,
- an optimum yield which is commensurate with security and liquidity.

4.3. Investments are categorised as ‘Specified’ or ‘Non Specified’ investments based on the
criteria in the CLG Guidance. Potential instruments for the Council’s use within its
investment strategy are contained in Appendices C and D. The Director of Finance & ICT
under delegated powers, will undertake the most appropriate form of investments in
keeping with the investment objectives, income and risk management requirements and
Prudential Indicators. Decisions taken on the core investment portfolio will be reported
to the Audit & Governance Committee.

4.4. There are no changes proposed to the investment strategy for 2011/12.

4.5.The Council’s current level of investments is presented at Appendix A.



Epping Forest District Council
Treasury Management Strategy Statement
and Investment Strategy 2011/12 to 2013/14

4.6. The Council’s in-house investments are made with reference to the outlook for the UK
Bank Rate and money market rates.

4.7.

In any period of significant stress in the markets, the default position is for investments

to be made with the Debt Management Office or UK Treasury Bills. (The rates of interest
from the DMADF are below equivalent money market rates, but the returns are an
acceptable trade-off for the guarantee that the Council’s capital is secure.)

4.8.

4.9.

4.10.

4.11.

4.12.

The Council selects countries and the institutions within them for the counterparty list
after analysis and careful monitoring of:

8 Credit Ratings (minimum long-term A+ for counterparties; AA+ for countries)

8 Credit Default Swaps (where quoted)

8 GDP; Net Debt as a Percentage of GDP

8 Sovereign Support Mechanisms/potential support from a well-resourced

parent institution

§ Share Prices (where quoted)

8 Macro-economic indicators

8 Corporate developments, news and articles , market sentiment.

The Council and its Treasury Advisors, Arlingclose, will continue to analyse and monitor
these indicators and credit developments on a regular basis and respond as necessary
to ensure security of the capital sums invested.

The UK Bank Rate has been maintained at 0.5% since March 2009, and is anticipated to
remain at low levels throughout 2011/12. Short-term money market rates are likely to
remain at very low levels for an extended period which will have a significant impact on
investment income.

To protect against a lower for longer prolonged period of low interest rates and to
provide certainty of income, 2-year deposits and longer-term secure investments will
be actively considered within the limits the Council has set for Non-Specified
Investments (see Appendix D). The longer-term investments will be likely to include:

Term Deposits with counterparties rated at least A+ (or equivalent)

Supranational Bonds (bonds issued by multilateral development banks): Even at
the lower yields likely to be in force, the return on these bonds will provide certainty of
income against an outlook of low official interest rates.

The Council has placed an upper limit for principal sums invested for over 364 days, as
required by the Prudential Code. This limit is to contain exposure to the possibility of
loss that may arise as a result of the Council having to seek early repayment of the
sums invested.

12

No.

Upper Limit for total
principal sums invested
over 364 days

2010/11
Approved
£m

2010/11
Revised
£m

2011/12
Estimate
£m

2012/13
Estimate
£m

2013/14
Estimate
£m

30.0

30.0

30.0

30.0

30.0
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5. OQutlook for Interest Rates

5.1

The economic interest rate outlook provided by the Council’s treasury advisor, Arlingclose
Ltd, is attached at Appendix B. The Council will reappraise its strategy from time to time
and, if needs be, realign it with evolving market conditions and expectations for future
interest rates.

6. Balanced Budget Requirement

6.1.

The Council complies with the provisions of S32 of the Local Government Finance Act
1992 to set a balanced budget.

7. 2011/12 MRP Statement

7.1,

7.2.

7.3.

1.4,

1.5.

The Local Authorities (Capital Finance and Accounting)(England)(Amendment) Regulations
2008 (SI 2008/414) place a duty on local authorities to make a prudent provision for debt
redemption. Guidance on Minimum Revenue Provision has been issued by the Secretary
of State and local authorities are required to “have regard” to such Guidance under
section 21(1A) of the Local Government Act 2003.

The four MRP options available are:
Option 1: Regulatory Method
Option 2: CFR Method
Option 3: Asset Life Method
Option 4: Depreciation Method

MRP in 2011/12: Options 1 and 2 may be used only for supported expenditure. Methods
of making prudent provision for self financed expenditure include Options 3 and 4 (which
may also be used for supported expenditure if the Council chooses).

The MRP Statement was submitted to Council before the start of the 2011/12 financial
year. If it is ever proposed to vary the terms of the original MRP Statement during the
year, a revised statement should be put to Council at that time.

The Council’s CFR at 31% March 2011 is estimated to be negative £0.784m and as such
under Option 2 (the CFR method) there is no requirement to charge MRP in 2011/12.

8. Monitoring and Reporting on the Treasury Outturn and Prudential Indicators

Treasury activity is monitored monthly and reported internally to the Director of Finance &
ICT.

The Director of Finance & ICT will report to the Finance & Performance Cabinet Committee
on treasury management activity and Performance Indicators as follows:

(a) Mid-year against the strategy approved for the year.

(b) The Council will produce an outturn report on its treasury activity no later than 30"
September after the financial year end.

(c) The Audit & Governance Committee will be responsible for the scrutiny of treasury
management activity and practices.
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9. Other Items
Training
CIPFA’s Code of Practice requires the Director of Finance & ICT to ensure that all members
tasked with treasury management responsibilities, including scrutiny of the treasury
management function, receive appropriate training relevant to their needs and understand
fully their roles and responsibilities.

Investment Consultants
The Council appointed Arlingclose to act as Investment Consultants from 1 May 2010 for a

period of three years. Regular meetings are held with Arlingclose to discuss the
performance of the Council’s investments and any opportunities arising in the market.
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APPENDIX A
EXISTING PORTFOLIO PROJECTED FORWARD
31Mar10 | % | 31Marll 31Mar12 | 31 Mar1l3 31 Mar 14
Actual Estimate Estimate Estimate Estimate
Portfolio £m £m £m £m
£m
External Borrowing:
Fixed Rate — PWLB
Fixed Rate — Market
Variable Rate — PWLB
Variable Rate — Market
Total Gross External Debt 0.0 0.0 0.0 0.0 0.0
Investments:
Managed in-house
- Short-term monies -50.5 -50.0 -47.0 -43.0 -37.0
(Deposits/ monies on call
/MMFs)
- Long-term investments
(maturities over 12
months)
Total Investments -50.5 -50.0 -47.0 -43.0 -37.0
(Net Borrowing Position)/ -50.5 -50.0 -47.0 -43.0 -37.0
Net Investment position
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APPENDIX B

Arlingclose’s Economic and Interest Rate Forecast

Jum-11 Sep-11 Dee-11 Mar-12 Jun-12 Sep-12 Dee-12 Mar-13 Jun-13 Sep-13 Dee-13 Nar-14
Offizinl Bank Rate
Upside risk 0.25 0.23 .50 .50 .30 0.50 0.30 0.30 0.30 0.50 0.50 .50
Cwntral case 0.50 0.75 1.00 125 1.50 2.00 2.50 175 .75 3.00 3.00 3.00
Dowenzide risk 0.0e -0 030 -0 G0URN) O 03D( 00300 00300 -0030f -030 <0500 -0.50

1=yr LIBID
Upside risk ose o050 oS0 oso| oS esel esol o5l o5 oS0 oS0 L0
Cwntral case 1.90 TA5 T &40 1.50 1.50 195 3.00 1.1% IR0 3.50 3.50 3.50

Dovenside risk -2.23  -0Ey 0 -Ls0 0SS0 0050 <0030 0030 -0LE0) <0300 D50 [0S0

Sy gilt
Upside risk 0.750 0.30 .o .00 0.0 0. 50 30 .0 0.50 0.50 0.30 0.ao
Caneral cnie £.73 3.00 3.15 3.50 &. 00 4.00 &.00 &.00 &.00 &.25 %.15 .00

Dovenside risk 023 -0y -LES 0 -0 -0z 023 -023) 023 -0 <0025 -DES -0UET

10=yr ailt
Upside risk 0.23 023 023 023 0.0 0. 50 30 .0 0.50 0.50 0.30 0.ao
Caneral case .60 .10 415 450 & 75 4.75 4. 75 & 75 .75 5.00 5.00 475

Dovenside risk 023 -0y -LES 0 -0 -0z 023 -023) 023 -0 <0025 -DES -0UET

20=yr aile
Upside risk 0.23 023 023 023 0.23 0.50 30 .0 0.30 0.50 0.30 0.a0
Caneral case a. B0 <. B0 h.00 5.00 5.00 5.00 5.00 5.00 5.00 B.Z5 h.I5 h.00

Dovenside risk 023 -0y -LES 0 -0 -0z 023 -023) 023 -0 <0025 -DES -0UET

S0=yr allt

Upside risk 0,30 030 0,00 o0 0.a0 050 0,50 0,50 0,30 0,30 0.30 0,00
Central cmse 4.60 4.75 4.75 476 476 4.50 4.50 4+ 6O 4.60 4.75 4.75 450
Dowvenside risk 0.25 025 [.253 [.25 025 0.3 023 0.25 0.25 0.25 025 [.25

@ The degree of uncertainty over the medium term outlook for growth and inflation is
increasing.

@ Given the precarious outlook for growth, rates will rise if there is firm evidence the
economy has survived the fiscal consolidation or there is sustained inflationary pressure
over the coming months.

Underlying assumptions:

@ Consumer Price Inflation dropped back unexpectedly to 4%, led by falling food and
non-alcoholic beverages prices, the decrease eases pressure on the Bank of England to
raise the Bank Rate. The Bank of England and the Office of Budget Responsibility (OBR)
forecast CPI to remain above 4% in the near term.

@ The spike in oil prices due to the Middle East crisis has the potential to keep prices
higher with a negative impact on real income and growth.

@ The activity data in the UK economy has been weak and suggests the bounce back
from the 2010 Q4 fall in GDP of 0.5% may disappoint. The outlook for exports remains
positive but household purchasing power is constrained by a much-needed adjustment
of personal balance sheets (seen through a higher savings ratio and debt reduction)
and the effect grows at only a modest pace.
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Consumer confidence and spending continues to be affected by modest wage
increases, weak house price growth and a dearth of cheap credit. Unemployment is
just under 2.5 million and will increase as the public sector shrinks but private sector
employment grows at only a modest pace.

The 2011 Budget is neutral in impact and maintains the Comprehensive Spending
Review’s framework of fiscal consolidation, reduction in the deficit and the debt-to-
GDP ratio. The OBR is positive on these objectives being achieved. Gilt issuance of
£169bn in 2011-12 should be easily absorbed by high investor demand.

The economic impact of the disaster in Japan will be limited for the UK and Europe but
more pronounced for Asian and Australasian economies.

The European Central Bank raised rates in April in response to rising inflation despite
the growing divergence in the business cycles and GDP outlook for the core and
peripheral countries.

S&P has revised its outlook on the long-term rating for the US to negative amidst fears
that the government will not agree a medium and long term strategy to tackle their
fiscal challenges. This has the potential to negatively impact US yields.
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APPENDIX C
Specified Investments

Specified Investments identified for use by the Council
Specified Investments will be those that meet the criteria in the CLG Guidance, i.e. the investment

is sterling denominated

has a maximum maturity of 1 year

meets the “high credit quality” as determined by the Council or is made with the UK
government or is made with a local authority in England, Wales, Scotland or Northern Ireland
or a parish or community council.

the making of which is not defined as capital expenditure under section 25(1)(d) in SI 2003
No 3146 (i.e. the investment is not loan capital or share capital in a body corporate).

“Specified” Investments identified for the Council’s use are:
Deposits in the DMO’s Debt Management Account Deposit Facility
Deposits with UK local authorities
Deposits with banks and building societies
*Certificates of deposit with banks and building societies
*Gilts: (bonds issued by the UK government)

*Bonds issued by multilateral development banks

Treasury-Bills (T-Bills)

Local Authority Bills (LA Bills)

AAA-rated Money Market Funds with a Constant Net Asset Value (CNAV)

Other Money Market Funds and Collective Investment Schemes-i.e. credit rated funds
which meet the definition of a collective investment scheme as defined in Sl 2004 No 534
and SI 2007 No 573.

1. *Investments in these instruments will be on advice from the Council’s treasury advisor.
For credit rated counterparties, the minimum criteria will be the lowest equivalent short-term and
long-term ratings assigned by Fitch, Moody’s and Standard & Poor’s (where assigned).

Long-term minimum: A+(Fitch); A1 (Moody’s;) A+ (S&P)
Short-term minimum: F1 (Fitch); P-1 (Moody’s); A-1 (S&P)

The Council will also take into account information on corporate developments of and market
sentiment towards investment counterparties.
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New specified investments will be made within the following limits:

Instrument Country/ Counterparty Maximum

Domicile Counterparty

Limits £m
Term Deposits UK DMADF, DMO No limit
Term Deposits/Call UK Other UK Local Authorities No limit
Accounts
Term Deposits/Call UK Counterparties rated at least A+ Long Term and 10.0
Accounts F1 Short Term (or equivalent)
Term Deposits/Call Non-UK Counterparties rated at least A+ Long Term and 10.0
Accounts F1 Short Term (or equivalent) in select countries
with a Sovereign Rating of at least AA+

Gilts UK DMO No limit
T-Bills UK DMO No limit
LA-Bills UK Other UK Local Authorities No limit
Bonds issued by (For example, European Investment Bank/Council 10.0
multilateral of Europe, Inter American Development Bank)
development banks
AAA-rated Money UK/Ireland/ CNAV MMFs 10.0
Market Funds Luxembourg

domiciled
Other MMFs and CIS | UK/Ireland/ Pooled funds which meet the definition of a 10.0

Luxembourg Collective Investment Scheme per SI 2004 No 534

domiciled and subsequent amendments

NB Any existing deposits outside of the current criteria will be reinvested with the above criteria on

maturity.

NB

Non-UK Banks - These should be restricted to a maximum exposure of 25-30% per country. This
means that effectively all of Epping’s investments can be made with non-UK institutions, but it
limits the risk of over-exposure to any one country.
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Instrument Country/ Counterparty Maximum

Domicile Counterparty
Limit £m

Term Deposits/Call UK Santander UK PIc (Banco Santander Group) 10.0

Accounts

Term Deposits/Call UK Bank of Scotland (Lloyds Banking Group) 10.0

Accounts

Term Deposits/Call UK Lloyds TSB 10.0

Accounts (Lloyds Banking Group)

Term Deposits/Call UK Barclays Bank Plc 10.0

Accounts

Term Deposits/Call UK Clydesdale Bank 10.0

Accounts (National Australia Bank Group)

Term Deposits/Call UK HSBC Bank Plc 10.0

Accounts

Term Deposits/Call UK Nationwide Building Society 10.0

Accounts

Term Deposits/Call UK NatWest (RBS Group) 10.0

Accounts

Term Deposits/Call UK Royal Bank of Scotland (RBS Group) 10.0

Accounts

Term  Deposits/Call | UK Standard Chartered Bank 10.0

Accounts

Term  Deposits/Call | Australia Australia and NZ Banking Group 10.0

Accounts

Term Deposits/Call Australia Commonwealth Bank of Australia 10.0

Accounts

Term Deposits/Call Australia National Australia Bank Ltd (National Australia 10.0

Accounts Bank Group)

Term Deposits/Call Australia Westpac Banking Corp 10.0

Accounts

Term Deposits/Call Canada Bank of Montreal 10.0

Accounts

Term Deposits/Call Canada Bank of Nova Scotia 10.0

Accounts

Term Deposits/Call Canada Canadian Imperial Bank of Commerce 10.0

Accounts

Term Deposits/Call Canada Royal Bank of Canada 10.0

Accounts

Term Deposits/Call Canada Toronto-Dominion Bank 10.0

Accounts

Term Deposits/Call Finland Nordea Bank Finland 10.0

Accounts

Term Deposits/Call France BNP Paribas 10.0

Accounts

Term Deposits/Call France Credit Agricole CIB (Credit Agricole Group) 10.0

Accounts

Term Deposits/Call France Credit Agricole SA (Credit Agricole Group) 10.0

Accounts

Term Deposits/Call France Société Générale 10.0

Accounts
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Term Deposits/Call Germany Deutsche Bank AG 10.0
Accounts
Term Deposits/Call Netherlands ING Bank NV 10.0
Accounts
Term Deposits/Call Netherlands Rabobank 10.0
Accounts
Term Deposits/Call Sweden Svenska Handelsbanken 10.0
Accounts
Term Deposits/Call Switzerland Credit Suisse 10.0
Accounts
Term Deposits/Call usS JP Morgan 10.0
Accounts

Please note this list could change if, for example, a counterparty/country is upgraded, and meets
our other creditworthiness tools. Alternatively if an counterparty is downgraded, this list may be
shortened.
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APPENDIX D
Non Specified Investments

Non-Specified Investments determined for use by the Council

Having considered the rationale and risk associated with Non-Specified Investments, the following
have been determined for the Council’s use:

In- Maximum | Maximum | Capital
house maturity | amount expenditure?
use
§ Deposits with banks and building a
societies and other local authorities 5 years £20m No
§ CDs with banks and building
societies a
8Gilts
§Bonds issued by multilateral
development banks U (on
§Bonds issued by financial advice
institutions guaranteed by the UK from 10 years £10m No
government treasury
§Sterling denominated bonds by advisor)
non-UK sovereign governments
" These
U (on funds do
Money Market Funds and Collective advice
Investment Schemes, from not h_ave £10m No
) ) a defined
which are not credit rated treasury .
advisor) maturity
date
1. In determining the period to maturity of an investment, the investment should be regarded

as commencing on the date of the commitment of the investment rather than the date on
which funds are paid over to the counterparty.

2. The use of the above instruments by the Council’s fund manager(s) will be by reference to
the fund guidelines contained in the agreement between the Council and the individual
manager.



