
TRUST BOARD 
1st December 2022 

AGENDA ITEM NUMBER 17.5

TITLE OF PAPER Treasury Management Policy

Confidential NO

Suitable for public access YES

PLEASE DETAIL BELOW THE OTHER SUB-COMMITTEE(S), MEETINGS THIS PAPER HAS BEEN 

VIEWED

This policy was reviewed and approved at the Modern Healthcare Committee meeting held on 20th

October 2022. 

STRATEGIC OBJECTIVE(S):

Quality Of Care 

People 

Modern Healthcare √ 

Digital 

Collaborate 

EXECUTIVE SUMMARY The Trust is required to have a Treasury Management Policy in 
place that is Trust Board approved. 

The current version has not been subject to review for over 5 
years so is presented here for Trust Board approval, having 
already been reviewed and agreed at the Modern Healthcare 

Committee meeting held on 20th October 2022. 

In terms of investments the Trust has kept its cash within the 
Government Banking Service (GBS) accounts as the average 

balance of these funds gets excluded from the annual 3.5% Public 
Dividend Capital dividend calculation. 

Investments in the National Loan Fund (NLF) are also excluded 

from this calculation, but over recent years the rates on these 
have not been attractive. However, the recent rise in rates has 
made that alternative more attractive. For example tying up 

money for 3 months on the NLF is today (25th November) offering 
3.37%. The Trust therefore intends to put some of its cash with 

the NLF to increase interest rate returns. 

The Policy also covers borrowings – the only such borrowing the 
Trust currently has is for finance leases. 

Whilst this is a comprehensive policy covering all Treasury 

functions, at this stage the finance team only intend to utilise the 



NLF option on approval of the policy. 

The Trust Board is asked to review the policy and appove. 

RECOMMENDATION Receive and approve the policy 

SPECIFIC ISSUES CHECKLIST: 

Quality and safety 

Patient impact 

Employee 

Other stakeholder Commissioners and NHSI 

Equality & diversity 

Finance Increased interest returns on cash balances by improved treasury 
management opportunities 

Legal 

Link to relevant Board Assurance 
Framework Principle Risk 

2.1 Inability to live within the financial framework 

AUTHOR Paul Doyle, Director of Operational Finance 

Please approach for any further information required. 

PRESENTED BY Simon Marshall, Director of Finance and Information 

DATE 25th November 2022 

BOARD ACTION Approve 
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TREASURY MANAGEMENT POLICY 
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1. INTRODUCTION 

The Trust is required to have in place a Treasury Management Policy to ensure there is 
control over the management of its banking arrangements and cash. The policy relates 
solely to exchequer funds i.e. not charitable funds or patients monies. 

Treasury management is the term used to denote the process of managing the cash flow 
of the Trust. It is an integrated policy covering all aspects of risk arising from treasury 
activities, drawing together all incoming and outgoing cash. It enables considered 
decisions to be made in ensuring that adequate cash resources are available to meet 
the needs of the Trust at any moment in time. 

A sound treasury management system ensures that appropriate resources are available 
when required, and also generates additional resources by means of actively managing 
any surplus cash to produce income in the form of interest within an acceptable risk 
profile and at minimum cost. 

To manage this process cash flow statements will be produced and updated regularly, 
based on the Trust’s business plan and covering the current financial year as well as 
any future periods covered by the plan. Careful management of the Trust’s cash flow 
statement will influence decisions regarding payment of creditors, investment of 
‘surplus’ cash thus maximising interest earned and determining if and when borrowing 
may be required. 

Treasury management does not distinguish between ‘revenue’ and ‘capital’ cash; both 
are classed as cash resources and form part of the treasury management calculation. 

In addition, the Trust’s exposure to interest rate and foreign exchange risk is monitored 
and managed. 

2. P O L I C Y  

The policy covers the regime that is applicable to NHS Foundation Trusts. It: -

 reflects NHSE&I (Monitor*) guidance – Managing Operating Cash in NHS 
Foundation Trusts; and 

 has been reviewed against policies available from other NHS Foundation Trusts. 

* Monitor was an executive non-departmental public body of the Department of Health, responsible between 2004 and 2016 
for ensuring healthcare provision in NHS England was financially effective. Monitor was merged with the NHS Trust 
Development Authority to form NHS Improvement on 1 April 2016, which has now joined with NHS England to form NHS 
England and NHS Improvement (NHSE&I). The Managing Operating Cash in NHS Foundation Trusts paper has not been 
superseded and is still in use. 

3. OBJECTIVES 

The principal role of the Trust is the provision of healthcare services for the NHS, and as 
such the Trust needs to ensure that surplus operating cash is invested in accordance 
with its duty to safeguard and properly account for the use of public money. In addition, 
the Trust must avoid potential reputational risks associated with investments. 

The objectives of the Trust in relation to treasury management are: - 

 ensuring the most competitive return on surplus cash balances, within the agreed 
risk profile set out in the policy; 

 ensuring the availability of flexible competitively priced funding for working capital 
at all times with an acceptable risk profile; 

 identifying and managing the financial risks, including interest rate and foreign 
currency risks, arising from operational activities; and 
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 keeping within all banking requirements. 

4. RISK AND CONTROL 

The main liquidity imperatives are that the Trust must be able to meet all liabilities as 
they fall due and avoid the need to borrow, if at all possible, to meet short-term cash 
requirements. 

To ensure that the Trust undertakes treasury activities in a controlled and properly 
reported manner a number of high level controls are in place including: 

 the documentation of Treasury Management Policies and processes within this 
document; 

 clearly defined roles and responsibilities for the Trust Board, the Director of 
Finance and Information, the Treasury Management function and the rest of the 
Finance department; 

 regular reporting of treasury activities; 
 separation of duties between those who deal, those who initiate payment and 

those who account for treasury activities; 
 strict limits of the type of investment used and the circumstances in which 

they can be used; and 
 inclusion of treasury management activities within the scope of review by 

Internal and External Audit. 

Attitude to Key Risks 

Set out below is the Trust’s attitude to key risks identified by the Trust and the key 
controls set up to mitigate those risks. 

 Funding – the Trust will maintain adequate free funds to finance its day-to-day 
operations. The risk that the Trust fails to accurately identify a positive cash 
balance that is sufficient to pay creditors is managed by the use of cash flow 
forecasts and related monitoring systems; 

 Investments – the Trust will only invest in safe harbour investments (see 
section 7) and anything outside of this will require the approval of the Trust 
Board. The risk that the Trust places surplus cash in an account attracting too 
high a risk is again managed by the use of an authorised list of deposit takers 
together with limits on the amount placed with each organisation. Long-term 
investments carry the risk that cash is not available to cover any unforeseen 
cash requirements therefore any investments should be time limited to a 
maximum of six months with any longer term investments requiring the 
approval of the Modern Healthcare Committee. The risk that the Treasury 
Function incurs excessive costs in placing an investment are mitigated by a 
minimum investment level that is sufficient to generate a return that covers 
costs; and 

 Foreign exchange management - foreign exchange rate hedging will only be 
undertaken with the approval of the Trust Board who must be appraised of 
any implications for the Trust under the Risk Assessment Framework. Any 
such hedging will only be approved if it is needed to mitigate the risk of 
making losses on any operational contracts. 
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5 CASH FLOW FORECASTING 

An annual cash flow forecast is prepared in monthly form based on the Trust’s 
business plan and in addition a rolling cash flow forecast is maintained for periods covered 
by the plan. 

At the end of each month the forecast is updated for actual movements and changed 
forecasts and reviewed by the Head of Financial Services and Director of Operational 
Finance. 

The Cash Flow Forecast is included in the monthly finance reporting pack along 
with a comparison to plan and last year. In addition minimum and maximum 
monthly cash balances are reported.  

6 BANKING 

The approval of the opening and closing of any bank or investment account is the 
responsibility of the Trust Board as set out in Standing Orders. The Director of Finance 
and Information is responsible for managing the Trust’s banking arrangements and for 
advising the Trust on the provision of banking services and operation of accounts. 

In accordance with Standing Financial Instructions the Director of Finance and 
Information will approve the signatories to all bank accounts and any relevant signatory 
limits. Signatories will be a minimum of pay band 8A (or equivalent). 

The Director of Finance & Information will ensure that there are appropriate procedures in 
place to ensure that this policy is adhered to. 

The Trust maintains an interest-bearing GBS account which is used for the majority or receipts 
and payments. There are also Royal Bank of Scotland (RBS) and NatWest current and 
deposit accounts. 

The GBS cash balances are reconciled by SBS (NHS Shared Business Services) and  
available to the Trust on a daily basis. The RBS and NatWest accounts are reconciled every 
day to the Trust’s own cashbook. 

The commercial banking arrangements of the Trust are subject to the usual tendering 
regulations. It is important for the Trust to maintain good banking relationships as an 
NHS Foundation Trust. 

7 INVESTMENTS 

If surplus funds are identified the Head of Financial Services will ensure that sufficient 
cash will be available, either in the current accounts or within seven days, to meet all 
of the Trust’s projected financial commitments before the return of the investment. 

When such surplus funds are identified consideration should be given to investing 
those funds. Funds left in the GBS account earn interest and so the assessment is based on 
interest rate differentials and transfer costs. In addition following a change in April 2013 to 
the calculation of the Trust’s annual PDC Dividend payable, the average daily cash 
balance invested outside of GBS attracts a 3.5% charge. As a result interest earned 
outside of GBS would need to exceed 3.5% plus the current GBS interest rate. Any 
transfers are carried out in accordance with the Trust’s banking procedures, with the 
necessary entries being recorded in the cashbook. 

Safe Harbour Investments  

NHSE&I (Monitor) guidance is that Foundation Trusts should only invest surplus 
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operating cash in ‘safe harbour’ investments to ensure adequate safety and liquidity. The 
following criteria define ‘safe harbour’ investments: 

 they must meet permitted rating requirements issued by a recognised rating 
agency;

 they must be held at a permitted institution; 
 they must have maximum maturity dates; 
 they must be denominated in sterling with any payments or repayments in  

sterling; 
 they must pay interest at a fixed, floating or discount rate; and 
 they must be within the preferred concentration limit. 

Investments may include money market deposits, money market funds, Government 
and Local Authority bonds and debt obligations, certificates of deposit and sterling 
commercial paper. 

Investments may only be made in: - 

 institutions that have been granted permission by the Prudential Regulation 
Authority to do business with U.K. institutions; and 

 the UK Government or an executive agency thereof. 

Investments that do not fulfil the criteria for safe harbour are higher risk instruments 
and include bonds, equities, commodities and derivatives such as options, swaps etc. 
In line with NHSE&I’s expectations the Trust will not invest outside of the safe harbour 
unless approved by the Trust Board. 

Credit Rating Agency and Ratings 

The Trust will use Moody’s Investors Services Ltd as its rating agency. Moody’s is one 
of the top three credit rating agencies in the investment world. Cash deposits should 
only be placed with relationship banks in line with deposit limits agreed by the Modern 
Healthcare Committee and based on Moody’s ratings. 

According to the guidelines no investment should be made at an institution falling 
outside the following recommendations: - 

 Short-term (<13mths) – minimum P-1 (Prime 1) rating for the institution 

Brokers and Consultants  

The Trust will utilise the expertise of external brokers, if required. Consultants will be 
used where the Trust has no in-house expertise in a particular banking, investment, 
foreign exchange or borrowing matter. The use of such brokers or consultants will be 
authorised by the Director of Finance and Information and reported to the Modern 
Healthcare Committee. 

Concentration limits 

Concentration limits set out the maximum surplus funds that can be invested with one 
institution at any time. They are as follows: - 

Amount Moody’s Rating Maximum at any one 
time per institution 

Up to £5m       P-1 Maximum of £5m 

Government bodies are not subject to Moody’s ratings and the limits above do not 
apply. These include: - 
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 Government Banking Service (GBS); and 

 National Loans Fund – Temporary Deposit Facility (NB NLF balances count as 
amounts with GBS for the purposes of calculating the PDC Dividend payable). 

The minimum deposit that may be placed with the National Loans Fund Temporary 
Deposit Facility is £1,000,000. Deposits above the threshold may be made in round 
thousands and may be made for any period from 7 days to 6 months, the period and 
terms of deposit being agreed with the Treasury at the time it agrees to take the 
deposit. 

The Modern Healthcare Committee will approve the list of banks that the Trust can 
invest in. These are currently HSBC, Barclays, Lloyds, Royal Bank of Scotland/NatWest 
and Santander. 

A maximum of 40% of the available funds can be invested in one of these banks, 
subject to the £5m limit. 

The Trust will review the ratings of these banks monthly to ensure that they still comply 
with the Policy’s requirements. 

Investment Periods 

Cash balances should remain in a comparatively liquid form and all investments 
resulting from them should be realisable and have maturity not exceeding three 
months. All investments exceeding three months will be authorised by the Director of 
Finance and Information and any proposals for investments over six months requires the 
approval of the Modern Healthcare Committee. 

8  BORROWING 

The Trust will maintain a risk-averse approach to borrowing, recognising the on-going 
requirement to have committed funds in place to cover both existing business cashflows 
and reasonable headroom for seasonal debt fluctuations and capital expenditure 
programmes. 

When there are indications that the Trust may be required to borrow money the 
Director of Finance and Information must consider the implication of borrowings on the 
Trust’s finances and I&E account (interest charges) where applicable. Generally, 
borrowing should not be undertaken before it is required as this is not permitted and 
also leads to unnecessary interest being incurred. The Trust is required to give 
detailed information in its Annual Accounts about outstanding borrowings. 

If at any time it appears that the Trust will be unable to repay its borrowings on the due 
dates the Director of Finance and Information must be informed so that remedial action 
can be taken. 

The options to be considered for borrowing by the Director of Finance and Information 
are:  

 Taking out a loan (generally for capital);  
 Taking out a finance lease; or 
 Working Capital Facility 

Loans 

If the borrowing is not to be repaid in-year, then a Loan is required which is interest bearing. 
This will be generally to fund capital schemes. The effect on the Trust’s Capital Service Cover 
(part of the Finance Score Rating calculation) should be calculated if such borrowings are 
being considered. 
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Applications for loans to fund capital schemes will in the first instance be to the 
Department of Health and Social Care The Trust will be required to be able to show that it 
has future plans to repay the loan. 

Finance Lease 

Finance leases to fund capital schemes are counted as borrowings so the effect on the 
Trust’s Capital Service Cover (part of the Financial Score Rating calculation) should be 
calculated if such borrowings are being considered. 

Working Capital Facility 

Although the Trust was required to have a Working Capital Facility in place when it 
became a Foundation Trust, it currently does not currently one. 

With the change to the Financial Sustainability Risk Rating in October 2013, Working 
Capital Facilities need to be wholly committed lines of credit to count against the liquidity 
ratio element of that rating. In reality most such facilities will not meet that criteria. 

9 FOREIGN EXCHANGE AND INTEREST RATE RISK 

Although done for the management of operational risk, as previously stated 
investments to mitigate foreign exchange and interest rate risk are outside of the safe 
harbour as defined by NHSE&I. Whenever possible all contracts should be negotiated in 
sterling. 

Foreign exchange rate hedging will only be undertaken with the approval of the Trust 
Board who must be appraised of any implications for the Trust under the Compliance 
Framework. At present no such Trust Board approval is in place. 

10 RESPONSIBILITIES 

10.1 Trust Board  

The responsibility of the Trust Board is to: - 

 approve external funding arrangements; 
 approve the opening and closing of bank accounts; 
 approve the overall Treasury Management Policy; and 
 delegate responsibility for approval of the Trust’s treasury procedures, controls 

and detailed policies to the Modern Healthcare Committee. 

10.2 Modern Healthcare Committee 

The responsibility of the Modern Healthcare Committee is to: - 

 ensure that the Trust’s investment and borrowing strategy retains a minimal risk 
profile; 

 approve and monitor relevant benchmarks for performance; and 
 ensure that proper safeguards are in place for security of the Trust’s funds by: 
 agreeing a list of permitted institutions;
 setting investment limits for each institution;
 agreeing permitted investment types;
 monitor compliance with treasury policies and procedures;
 delegate responsibility for treasury operations to the Trust’s Director of 

Finance and Information.
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10.3 Director of Finance and Information  

It is the responsibility of the Director of Finance and Information to set in place 
such  
procedures so as to ensure tight control over the investment of surplus cash 
balances. 

10.4 Director of Operational Finance 

The Director of Operational Finance is responsible for ensuring that procedures are in 
place  
for the day to day running of the treasury function and are followed and has the  
delegated authority to authorise individual transactions up to three months. 

10.5 Head of Financial Services 

The Head of Financial Services shall be responsible for managing the Treasury 
Management function, carrying out the deals with the approved institutions following 
receipt of the approval of the Director of Operational Finance, ensuring that all 
procedures are followed, all transactions recorded and relevant cash flow and transaction 
reports prepared. They have delegated authority to authorise individual transactions up 
to two weeks. 

11 REPORTING AND PERFORMANCE MONITORING 

The detailed procedures followed by the treasury function will include daily, weekly and 
monthly reporting within the department. These reports will cover borrowing facilities as 
well as investments. The reports will include different slightly different information for 
different audiences, and should include, but not be limited to: - 

 summary of end of day positions for previous week; 
 investment deals – current and closed over the last period; 
 investment performance; 
 credit rating update; 
 review of borrowing requirements; 
 compliance with any Covenants in place on any borrowings; and 
 performance against the Continuity of Services Risk Rating. 

The reports will be distributed as follows: - 

 daily reports to the Head of Financial Services; 
 weekly reports to the Director of Operational Finance; and 
 monthly reports will be provided to the Modern Healthcare Committee. 

Where the Trust invests outside of the GBS or National Loan Fund then the report to 
the Modern Healthcare Committee will include measurement of performance of the 
investment portfolio versus the three month London Interbank Offer Rate (Libor), or any 
such other benchmark as the Modern Healthcare Committee sets.  

Approved by Trust Board:  

Reviewed by Modern Healthcare Committee – October 2022  
Next Review – October 2025 


