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HEREFORD CITY COUNCIL
RE-ADOPTION OF INVESTMENT STRATEGY
GOVERNANCE COMMITTEE - 16 DECEMBER 2025
COUNCIL- 24 MARCH 2026
Background

The City Council adopted an investment strategy in 2018 to ensure it prudently invests

any surplus funds it holds on behalf of the community.

The purpose of an annual assessment based on the previous year’s out-turn is to
enable members of the Committee to make a decision with all available relevant
information as to how best to balance the need for an adequate return with the need

for both security and liquidity of investments.

The strategy and objectives are still relevant apart from a small change to its specified

investments.
From 2023, this was brought in line with the annual accounts.
Change to Specified Investments

Specified investments are those offering high security and high liquidity, made in
sterling and with a maturing date of no more than one year. The Council has a CCLA
Public Sector Deposit Fund (PSDF) account which provides instant access and

maintains liquidity.

Following advice from DCK Accounting the recommended practice became the

transfer the precept monies from the current account, into the PSDF account to
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exploit its higher interest rates. The money is to be drawn down regularly back into

the current account to pay invoices. This will then increase the monthly return.

At 5% Feb 2026, the balance was £840,000.00 with returns of between £4,500 — £7,000

to the current account per month.
Update on Long Term Investments

HCC currently hold 125,293 units which provides approximately between £4,000 and
£5,000 return per quarter. The last certificate of balance as of 5™ Feb 2026, showed
the Value at £351,053.19 (Mid Value).

Update on Security and Liquidity of Investments
The instant access Deposit Fund is secure.

It would not be advisable currently to liquidate the long-term Property Fund shares as
it is secure, the share price and market values will continue to increase, and they are
still providing adequate returns, unless there is a decision by Council to release some

of these assets.
Annual Review/Re-adoption

The Council should formally re-adopt the investment strategy from time to time,
preferably annually. This will be presented to Finance Committee as part of the
closure of accounts, so a decision can be made at the same meeting about any further

investment in CCLA.

Should any other issues or recommendations arise from changes in the law, changes
in rates, advice from the Internal Auditor, NALC, SLCC or the Clerk/RFO this will be

raised at the next available meeting.
Recommendation

That Council re-adopts the current strategy, with the amendments to the specified

investment and to the amount invested in the long-term investment.
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HEREFORD CITY COUNCIL
FINANCE AND POLICY COMMITTEE 17t April 2018
ORGININAL - INVESTMENT STRATEGY 2018
Background

The City Council should consider the importance of prudently investing any surplus
funds it holds on behalf of the community. In making investment decisions the Council
should have regard to Guidance on Local Government Investments, published by the
then Office of the Deputy Prime Minister, now the department of Housing,
Communities and Local Government and the Chartered Institute of Public Finance and
Accountancy’s document “Treasury Management in Public Services: Code of Practice
and Cross-Sectional Guidance Notes. Finally, account must be taken of Section 15(1)
(a) of the Local Government Act 2003 which requires compliance with the guidance

listed above, and at Section 19 confirms the application of the Act to parish councils.

The Council last confirmed an investment strategy in 2015 and in 2016 decided to

make an investment with CCLA. It is therefore timely to review the overall strategy.
Investment Objectives

The Council’s investment priorities are the security of its reserves and the liquidity of

its assets.

The Council should aim to achieve the optimum return on its investments
commensurate with proper levels of security and liquidity. An investment strategy is

therefore a compromise between those priorities.
All investments will be made in sterling.

Borrowing of money purely to invest or to lend and make a return is unlawful,

regardless of General Power of Competence.
Specified and Long-Term Investments

Specified investments are those offering high security and high liquidity, made in

sterling and with a maturing date of no more than one year. For the prudent
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management of its balances, maintaining good levels of security and liquidity the
Council will use deposits with Lloyds Bank (specified) and the Local Authorities

Property Fund managed by regulated fund managers CCLA (long term).

The CCLA funds do not mature for three years but could be accessed in an emergency.
If they are accessed within one year of being invested the administration costs may
outweigh interest and the Council would show a loss. Rates offered on these
investments have been around 5% for several years, out-performing other secure,
high liquidity investments. To make a full return the Council should expect to invest

with CCLA tranches of funds for three years.
Non-Specified Investments

These investments have greater potential for profit than bank deposits and include
investment in the money markets, stocks and shares. Given the unpredictability of
such investments the Council will not use them, indeed it would almost certainly be in

breach of the guidelines, and therefore the 2003 Act, if it did so.
Liquidity of Investments

The Clerk as Responsible Financial Officer will present accounts for the year to the
Finance and Policy Committee including a statement as to the reserves. Committee
will then consider, bearing in mind the need to maintain liquidity, whether it is
appropriate to increase the Council’s investment with CCLA, which currently stands at
£200,000. If funds are added it may be prudent to do this in a separate tranche with
a three years life, thus in two years the Council will have a fund maturing and then a

tranche of funds each year, three years after any investment is made.

The purpose of this annual assessment based on the previous year’s out-turn is to
enable members of the Committee to make a decision with all available relevant
information as to how best to balance the need for an adequate return with the need

for both security and liquidity of investments.

Annual Review/Re-adoption
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6.1 The Council should formally re-adopt the investment strategy from time to time,
preferably annually. This will be presented to Finance and Policy Committee as part
of the closure of accounts, so a decision can be made at the same meeting about any

further investment in CCLA.

6.2 Should any other issues or recommendations arise from changes in the law, changes
in rates, advice from the Internal Auditor, NALC, SLCC or the Clerk/RFO this will be

raised at the next available meeting.
7. Recommendation

7.1 That the Committee recommends the above strategy to Council for adoption.

Steve Kerry

Town Clerk and Responsible Financial Officer
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