Contents

CHAPTER ONE: INTRODUCTION ..........ooooummmmmnnnssessssssssnsssssssssssssssssssssssssssssssssnssssssssssssssssnssssssssssssssssssssssssssssssnnnns 1
CHAPTER TWO: THE TREASURY MANAGEMENT CODE .......c..eeeveveeeeeeeessssssssssssssssssssssssssssssssssssssssssssssssssssssssssse 3
STATUS OF THE TM CODE .o 3
PURPOSES OF THE TM CODE .......coooosooeoeeeesssooeeeessssssssees oo ssosssees oo 3
KEY PRINCIPLES ..o 4
CLAUSES TO BE ADOPTED ...oooccceooesssoeeeeessssseseessssssseees s 4
TREASURY MANAGEMENT POLICY STATEMENT ...oooocccceooesooeeenessssssseeesssoossesss oo 5
TREASURY MANAGEMENT PRACTICES .....ooooocoooeoessoooeeessoossees oo ssosssees oo 6
GUIDANCE NOTES ..o 6
CHAPTER THREE: TREASURY MANAGEMENT FRAMEWORKS ...........cocouummmmmnnnreeessssssssnnsssssssssssssssssssssssssssssssnnns 7
TREASURY MANAGEMENT FRAMEWORKS. .........cooossvoeeeeessoooenesssosseess oo 7
TREASURY MANAGEMENT IN LOCAL AUTHORITIES (INCLUDING POLICE AUTHORITIES AND FIRE
AUTHORITIES) w.ovvvsooeeeeesssesseeesssssssees oo 7
TREASURY MANAGEMENT IN REGISTERED SOCIAL LANDLORDS AND REGISTERED PROVIDERS............ 9
TREASURY MANAGEMENT IN HIGHER EDUCATION AND FURTHER EDUCATION INSTITUTIONS ........... 12
CHAPTER FOUR: FINDINGS AND RECOMMENDATIONS..........ccoumrrreeessesssmsnsnsessssssssssssssssssssssssssssnsssssssssssssnnns 15
INTRODUCTION......ooss oo 15
THE TM CODE’S CLAUSES TO BE FORMALLY ADOPTED ....oooccccccoveoeeooeeesssoooeeessssosoees oo 15
THE TREASURY MANAGEMENT POLICY STATEMENT w...coooooiivoceeenoecenessooeeesss s 16
TREASURY MANAGEMENT PRACTICES .....ooooievooeoeeosooeeeessssooseeesssosssees oo 16
CHAPTER FIVE: QUESTIONNATIRE FINDINGS ..........ccoummmrnrreeseesssssmnnnsssssssssssssnssssssssssssssssssssssssssssssssssssssssssssssnns 25
METHODOLOGY ..ooos e 25
TREASURY MANAGEMENT PROFILES ........ooosieiceeoesssoeeeeesssooseessssoossees oo 25
RESOURCES DEVOTED TO TREASURY MANAGEMENT ...ooooccccvooreoceeessocoeeesseoosers s 26
SEPARATION OF DUTIES ...oooccceeeesveeeeee s osessee s 26
USE OF EXTERNAL SERVICE PROVIDERS..........oossoeeceevesssooeeenessssooeeeesssssossesssssssssees oo 27
TREASURY MANAGEMENT POLICIES AND PRACTICES/THE TM CODE......ccccccccoorvvvermrssoooeessssooeeresee 27
TREASURY MANAGEMENT REPORTING ....ooocccceevressseeeesssssesessssoessses oo 27
TREASURY MANAGEMENT VALUE AND PERFORMANCE MEASUREMENT .......oooviiiicerorcceeesceereen 28
TREASURY INSTRUMENTS, METHODS AND TECHNIQUES .........ooosiooeecessecoeeessssooseeesssoseees s 28
PROFESSIONAL QUALIFICATIONS OF TREASURY MANAGEMENT STAFF .....ooooooooooeerreceseeesne 28
TRAINING OF TREASURY MANAGEMENT STAFF .oooocccccoooooeeceeessooceees s 28
TREASURY MANAGEMENT BUDGETS AND ACCOUNTS ...oooooiooeoeroocenesscoseessssosseessssoseesssssseeesen 28

Page iii



GUIDANCE FOR SMALLER PUBLIC SERVICE ORGANISATIONS ON THE APPLICATION OF THE CIPFA CODE OF PRACTICE
FOR TREASURY MANAGEMENT IN THE PUBLIC SERVICES \ 2014 EDITION

CHAPTER SIX: CASE STUDIES ........rveveeeeeeeeesssssssssssssssssssssssssesseesssssssssssssssssssssssssssssssssssesssssssssssssssssssnsssnsssssssssssees 29
METHODOLOGY ..o 29
INDIVIDUAL CASE STUDIES...occccoosveeeesieses e sseess e 29
CASE STUDY NO. Lcoooieeemieeemieee oo 30
CASE STUDY NO. 2.corteceresmeeeessseesessees e 33
CASE STUDY NO. 3 cortceeeieeeessieee ek 36
CASE STUDY NO. 4ot 38
CASE STUDY NO. 5.oortceresmeeeessmeesssssees s ses e 41
CASE STUDY NO. B..oovcevesoeeeesiese e bt
CASE STUDY NO. 7 oot 47
CASE STUDY NO. 8 .oorcveeretsseesessseessssess e 50
CASE STUDY NO. 9.cooeeeeieeesiee e 53
CASE STUDY NO. 10:oocevoioeeeeoeieees oo 56

APPENDIX 1: DEFINITION OF SMALLER......cccccuuuummummmueeeeeeessesssssssssssssssssssmmsmsssasssssssssssssssssssssssssssmmmmmnnsssssssssssees 59

APPENDIX 2: QUESTIONNAIRE METHODOLOGY .......ceveereeeeseresssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss 61

Page iv



CHAPTER ONE
Introduction

CIPFA’s Treasury Management in the Public Services: Code of Practice (the TM Code) was first
published in 2001 and was subsequently updated in 2009 and 2011.

While the TM Code acknowledges that there is no formal definition of public services,

for the purposes of the TM Code it includes those organisations that are, in terms of
government expenditure classification, included in the public sector, together with certain
other organisations that are materially reliant on government funding or subsidy, and/or
have significant social, democratic or political influences on their activities. The TM Code is
applicable to all public sector organisations.

The TM Code and its associated guidance notes have been designed primarily for the use of
local, police and fire authorities, registered social landlords or registered providers of social
housing, higher and further education institutions, and the NHS. Throughout this publication
the term RSL will be used to describe both registered social landlords and registered providers
of social housing.

CIPFA recognised in the TM Code the potential difficulties that smaller public service
organisations with limited treasury management activities and/or resources might face in
implementing the TM Code’s recommendations in full. These difficulties were acknowledged
both in the TM Code itself and in the sector-specific guidance notes accompanying it. The T™M
Code’s requirements are described in more detail in chapter two.

For the purposes of this publication, the definition of ‘smaller’ organisation is sector specific,
as follows:

For local authorities! it is defined by size (for England, a population of less than 75,000;
for Scotland and Wales, less than 100,000).

For RSLs, it is defined by number of housing units (for England, between 2,000 and 3,000;
for Scotland and Wales, 1,500 and over).

For colleges and universities, it is defined by the amount of cash and levels of annual
income (more than £4m surplus cash and annual income around £20m or just above).

More details on the definition of ‘smaller’ can be found in appendix 1.
An overview of the framework for each of the sectors can be found in chapter three.

In 2004, the CIPFA Treasury Management Panel concluded that it would be helpful to give
further guidance to smaller public service organisations about how they might apply the
TM Code’s recommendations in key areas, without unduly compromising the TM Code’s

As defined in the Local Government Act 2003, in Scotland in the Local Government in Scotland Act
2003 and in Northern Ireland in the Local Government Finance Act (Northern Ireland) 2011. See
chapter three.
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underlying principles. In particular, it was stated in the TM Code that no organisation,
whatever its size, should compromise the overriding need for effective risk management. This
guidance updates the 2004 publication.

In order to produce the original version of this guidance, CIPFA undertook detailed research
into the experiences of a broad range of organisations that had applied, or had considered
applying, the TM Code to their particular circumstances, and the issues they faced. Chapter
four contains the key findings and recommendations resulting from the research.

The research was undertaken by way of a questionnaire and follow-up case studies. The
questionnaire itself can be found at appendix 2 and the questionnaire findings and the case
studies can be found in chapters five and six respectively. The results of this research are still
pertinent today and the conclusions and recommendations flowing from it form the basis of
this publication.

It is intended that this publication should:

provide guidance on the application of the TM Code’s recommendations in smaller public
service organisations

encourage as many and as wide as possible a range of smaller public service
organisations to appreciate better the relevance and value of the TM Code to the
management and control of their treasury activities

help smaller public service organisations to apply the TM Code’s recommendations in a
manner that is entirely appropriate to the nature and scope of their particular treasury
management resources and activities

assist financial officers in interpreting and fulfilling their responsibilities under the TM
Code

stimulate debate by comparing the treasury management practices and the differing
application of the TM Code by the three sectors of the public services covered by this
publication — local authorities (LAs), registered social landlords (RSLs) and colleges.



