
  Appendix B

 

 

APPENDIX B - DRAFT COMMENTARY TO GAC – INVESTMENT STRATEGY 2023/24 

 

Contents 

1. Introduction 

2. Treasury Management Investments 

3. Service investments: Loans 

4. Commercial investments: Property 

5. Capacity, skills and culture 

6. Investment indicators 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  Appendix B

 

 

1. Introduction 

The Council invests its money for three broad purposes: 

 Because it has surplus cash as a result of its day-to-day activities, for example 
when income is received in advance of expenditure (known as treasury 
management investments) 

 To support local services (service investments) 

 to earn investment income (known as commercial investments where this is 
the main purpose) 

The Investment Strategy meets the requirements of statutory guidance issued by 
the government in January 2018, and focuses on the second and third of these 
categories. 

2. Treasury Management Investments 

 The Council typically receives its income in cash (e.g. from taxes and grants) 
before it pays for its expenditure in cash (e.g. through payroll and invoices).  It also 
holds reserves for future expenditure and collects local taxes on behalf of the 
County Council, fire authority, police and central government.  These activities 
lead to a cash surplus which is invested in accordance with guidance from the 
Chartered Institute of Public Finance and Accountancy.  The balance of treasury 
management investments is expected to fluctuate between £151m and £175m 
during the 2023/24 financial year. 
 
Contribution: The contribution that these investments make to the objectives of 
the Council is to support effective treasury management activities. 
 
Further details: Full details of the Council’s policies and its plan for 2023/24 for 
treasury management investments are covered in a separate document, the 
Treasury Management Strategy available at appendix A. 
 
Service Investments: Loans 

 
The Council does not currently make any investments with local businesses, 
residents, housing associations or charities but may do so in the future.  The 
Council does make loans to employees for the purchase of cars, season tickets 
and bicycles (under the cycle to work scheme) and the total of these is shown in 
Table 1.   
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Table 1:  Service loans 

31.3.2022 actual 2023/24 

Category of borrower Balance 
owing 
£’000 

Loss 
allowance 

£’000 

Net figure in 
accounts 

£’000 

Approved 
limit 

£’000 
Loans to employees 35 0 35 250 

 
Accounting standards require the Council to set aside loss allowance for loans, 
reflecting the likelihood of non-payment.  The figures for loans in the Council’s 
statement of accounts are shown net of this loss allowance.  However, the Council 
makes every reasonable effort to collect the full sum lent and has appropriate credit 
control arrangements in place to recover overdue repayments.  
 
Risk assessment: The Council assesses the risk of loss before entering into and 
whilst holding service loans.  The Council considers service loans to employees as 
low risk for the following reasons: 
 

 Employees in their probationary period and those already receiving a car 
allowance are not eligible. 
 

 Car loans cannot exceed the purchase price of the vehicle and for second hand 
cars a certificate is obtained as to the reasonableness of the price.  

 

 Repayments are deducted directly from salary payments each month, reducing 
the risk of non-payment.  Any outstanding loan is collected in full prior to an 
employee leaving together with accrued interest to that date.   

 

 Employees receiving a car loan are required to pay an annual premium for a 
credit guarantee insurance which covers the performance of the Officer’s 
obligations under this scheme. 

 

 Employee season ticket loans and cycle to work scheme loans are low value 
loans which are collected monthly from the employee through the payroll. 

 

 Appropriate risk assessment and mitigation measures will be undertaken in the 
event the Council makes other loans for service purposes. 
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3. Commercial Investments: Property 

The Council classes some of its properties as investment properties.  The majority 
of these properties were purchased many years ago and not originally as 
commercial investments, but for the wider benefits of the Borough, including 
improving the area and for economic development.  The Council continues to hold 
these properties for the same reasons they were purchased, but does receive 
some income from them.  These properties therefore fall under the definition of 
commercial investments and are detailed below.   
 
Table 2: Property held for investment purposes 

Property 31.03.2021 31.03.2022 actual 31.03.2023 expected 
 Fair value 

£’000’s 
Unrealised 
Gains or 
(losses) 
£’000’s 

Disposals Value in 
accounts 
£’000’s 

Unrealised 
Gains or 
(losses) 
£’000’s 

Disposals Value in 
accounts 
£’000’s 

59-65 Hythe 
Street (Greek 
Taverna) 

393 (92)  301 0  301 

The Bridge 
development 

2,227 843 
 

(684) 2,387 0 (1623) 764 

Crown buildings 
(land only) 

861 22  883 0  883 

146 Lowfield 
Street (land only) 

49 5  54 0  54 

16 Market Street 109 12  121 0  121 
Orchard Shopping 
Centre (land only) 

2,812 (86)  2,726 
 

0  2,726 

Fleet Estate 
Freehold Interests 

42 2  44 0  44 

37 Essex Road 
(Nightclub – land 
only) 

253 53  306 0  306 

HRA Investment 
properties 

1,804 505  2,308 0  2,308 

TOTAL 8,550 1,264 (684) 9,130 0 (1623) 7,507 
  
All of the above properties have been held by the Council in excess of 10 years.  
The Council has no plans at this time for any new direct investment in commercial 
property. Any such opportunities or future policies will be recommended to Cabinet 
or exercised within delegated powers and, being capital expenditure, will be 
approved as part of the capital programme. It is the view of the Council that 
commercial opportunities are best undertaken in synergy with the priorities of the 
Council.  
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Security: In accordance with government guidance, the Council considers a 
property investment to be secure if its accounting valuation is at or higher than its 
purchase cost including taxes and transaction costs.  For those properties that 
have been held for some time or the site is significantly different from that originally 
purchased, the Council monitors the fair value fluctuations ensuring these do not 
drop significantly.  The investment is considered secure if fair value remains no 
less than 95% of initial fair value over a three year period.  Any losses will be 
reported in further updates to the Strategy. 
 
A fair value assessment of the Council’s investment property portfolio has been 
made within the past twelve months, and the underlying assets provide security for 
capital investment.   
 
Risk assessment:  The current list of commercial properties together with their 
rental income and any specific risks are reported to the Treasury Management 
Panel which meets a minimum of three times per year.  
 
Appropriate risk assessment and mitigation measures will be undertaken in the 
event the Council decides to make any commercial property investments. 

 
Liquidity:  Compared with other investment types, property is relatively difficult to 
sell and convert to cash at short notice, and can take a considerable period to sell 
in certain market conditions.  The Council does not foresee a need to sell any of 
these properties in the short term for liquidity purposes.  The Council has other 
more liquid assets it could sell should the need arise.   The Council monitors its 
longer term financial position carefully and should there be an indication that the 
Council requires the return of the capital then the asset would be marketed with 
significant lead in time. 

4. Capacity, skills and culture 

The Council ensures that all of its staff responsible for making treasury 
management investment decisions are fully trained.  All staff attend regular 
investment training sessions and workshops.  The Council holds regular meetings 
with its treasury advisers Arlingclose and all staff responsible for making 
investment decisions have to attend an annual investment review meeting with 
them.  All staff hold relevant accounting qualifications.     
 
The Council does not make significant commercial property investment decisions 
very often.  When an opportunity arises or an investment is considered, the Council 
ensures that it engages with experts and utilises the skills of those Officers with 
appropriate experience and qualifications.  Any officers or members that need to 
take decisions regarding a commercial property investment, but that do not hold 
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the required skills, will be presented with the information regarding the investment 
in layman terms by a suitably qualified person or persons. 
 
Investments in property are approved by Cabinet or in line with the Council’s 
scheme of delegations. 

 
The Treasury Management Panel is responsible for the scrutiny of all investment 
decisions. Panel members receive training on their initial appointment to the Panel 
and at regular intervals thereafter. 

5. Investment Indicators 

The Council has set the following quantitative indicators to allow elected members 
and the public to assess the Council’s total risk exposure as a result of its 
investment decisions. 
 
Total risk exposure: The first indicator shows the Council’s total exposure to 
investments.  
 
Table 3: Total investment exposure 
Total investment exposure 31.03.2022 

Actual 
£’000’s 

31.03.2023 
Forecast 
£’000’s 

31.03.2024 
Forecast 
£’000’s 

Treasury management investments 159,040 165,950 164,480 
Service investments: Loans 35 22 14 
Commercial investments: Property 9,130 7,507 7,507 
Total Investments 168,205 173,479 172,001 

 
How investments are funded:  
 
Government guidance is that these indicators should include how investments are 
funded.  Since the Council does not normally associate particular assets with 
particular liabilities, this guidance is difficult to comply with.  There are no 
investments that can be described as funded by borrowing.  The Council’s 
investments are a result of its usable reserves, working capital surplus and income 
received in advance of expenditure. 
 
Rate of return received:  For treasury management investments the indicator 
shows the income received less the associated costs, as a proportion of the sum 
initially invested.  It includes just the income return.   
 
For service investments the indicator shows the average rate of return on the 
current loans portfolio. 
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For commercial investments this indicator shows the investment income received 
as a proportion of the fair value at the start of the period but only for those 
properties held for income return.  Note that due to the complex local government 
accounting framework, not all recorded gains and losses affect the revenue 
account in the year they are incurred. 
 
Table 4: Investment rate of return 
Investment income return 2021/22 

Actual 
% 

2022/23 
Forecast 

% 

2023/24 
Forecast 

% 
Treasury management investments 
(income return)  

2.00 2.44 3.00 

Service investments: Loans 1.09 1.50 1.82 
Commercial investments: Property 7.27 8.78 8.78 

 
Treasury management investments include pooled fund investments whose 
valuation changes.  Only the income return is recorded in the above table. 
 
Vacancy Levels:  All property investments that are held for rental occupation are 
fully tenanted. 
 
 


