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Introduction

This policy sets out the key controls placed on the treasury management function
within Finance at the University. It contains guidance on a number of key areas and
focuses upon the risks that the University faces in its day-to-day activities.

The CIPFA Code

The Chartered Institute of Public Finance and Accountancy (CIPFA) reissued a revised
Treasury Management Code in 2011. The University has broadly adopted the format
of this code.

The following four clauses are taken from the code and are adopted by the
University as the basis for its treasury management policy:

1. The University will create and maintain, as the cornerstones for
effective treasury management:

— atreasury management policy statement, stating the policies and
objectives of its treasury management activities (this policy)
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3. Scrutiny and Finance Committee delegates responsibility for the
implementation and regular monitoring of its treasury management
policies and practices to the Director of Finance (except where
specifically indicated in the Policy). The Director of Finance will ensure
the execution and administration of treasury management decisions in
accordance with the University’s policy statement and TMPs and, if
he/she is a CIPFA member, CIPFA’s Standard of Professional Practice
on Treasury Management.

4. The University nominates Scrutiny and Finance Committee to be
responsible for ensuring effective scrutiny of the Treasury
Management strategy and policies.

The University’s Financial Regulations can be found at

https://www.reading.ac.uk/finance/forms-and-guides-policies-and-
procedures/finance-service-levels-policies-and-procedures/financial-requlations

Should there arise any conflict between this Treasury Policy, and the Financial
Regulations, the Financial Regulations should be taken as having precedence.

Appendix D sets out the annual decisions delegated to Scrutiny and Finance
Committee, as well as those decisions in which Investments and Development
Committee is involved.



/finance/forms-and-guides-policies-and-procedures/finance-service-levels-policies-and-procedures/financial-regulations
/finance/forms-and-guides-policies-and-procedures/finance-service-levels-policies-and-procedures/financial-regulations
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Treasury Management Practices

1. Risk management

General statement

The Director of Finance will design, implement and monitor all arrangements
for the identification, management and control of treasury management risk,
will report at least annually on the adequacy/suitability thereof, and will
report to UEB or to Council as required, as a matter of urgency, the
circumstances of any actual or likely difficulty in achieving the University’s
objectives in this respect. In respect of each of the following risks, the
arrangements which seek to ensure compliance with these objectives are set
out throughout this document.

[1.1 Credit risk management

The University regards a key objective of its treasury management activities
to be the security of the principal sums it invests. Accordingly, it will ensure
that its counterparty lists and limits reflect a prudent attitude towards
organisations with whom funds may be deposited, and will limit its
investment activities to the instruments, methods and techniques referred to
in section 4 Approved instruments, methods and techniques. It also recognises
the need to have, and will therefore maintain, a formal counterparty policy in
respect of those organisations from which it may borrow, or with whom it
may enter into other financing arrangements.

1.2 Liquidity risk management

The University will ensure it has adequate though not excessive cash
resources, borrowing arrangements, overdraft or standby facilities to enable
it at all times to have the level of funds available to it which are necessary for
the achievement of its objectives.

The University will only borrow long-term in advance of need where there is a
clear business case for doing so and will only do so for approved capital
commitments.
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The University should maintain and formally identify a formal liquid asset
reserve. The amount of the reserve should be reviewed regularly by
Investments and Development Committee. The current reserve is £30m, of
which £10m should normally be held in cash as working capital. A total of
£20m of other liquid assets from the University’s endowment funds will in the
first instance be designated as the current liquid reserve, accepting that this
may place some restrictions on its future use. Investments and Development
Committee may designate other investments or cash balances at some point
in the future. An outline of the Liquiditvoutinves
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EUROs are frequently received on behalf of sub-contractors and partners on
European projects, and then distributed to those third parties. Since 1
January 2002 there has also been a requirement to pay some European
suppliers in EUROs. EUROs will not normally be held by the University, except
where
e there is an identifiable short term (normally less than one month)
liability to pay third parties in EUROs, and then only to the extent of
that liability.
e EU pre-financing funds are being held pending release by an audit
approved certification.
e afloat of EUROs will be maintained to pay suppliers. This float should
not normally exceed EUR 1,000,000

To this end, Research Accounts and the Treasury Assistant must be informed
of any EURO receipts immediately, whereupon Research Accounts will
provide the Treasury Assistant with a EURO cash flow forecast relating to the
receipt, showing how much of the receipt is due to the University and how
much is due to partners, giving a due date. The amount due to the University
will be translated immediately.

For any EUROs that are not translated immediately, the Treasury Assistant
will seek to maximise interest earnings by placing EURO funds on deposit for
appropriate periods with the University’s bankers.

The introduction of electronic purchase to pay means that for most cases
payments made in a currency other than sterling will be recorded as a
creditor on the University’s ledger system before they are paid. Orders can
be raised in most currencies; the sterling value of the commitment, and of the
subsequent creditor after receipt of the goods/services, will be based upon a
monthly exchange rate held in the University’s ledger system. The payment
of an invoice, at a spot rate, will give rise to either an exchange gain or loss.
This gain or loss, unless there is a contracted exchange rate in force (e.g., for
an EU contract), will be taken to the account code and project on which the
order was originally raised. Thisis likely to be a school or function code, as
opposed to central funds.

The University also issues invoices in foreign currency. Again, any foreign
exchange rate gain or loss arising when such an invoice is settled will be taken
to the account code and project where the invoice was originally raised
(unless other agreements are in place, for example in the case of research
contracts with a fixed rate).

Under EU Framework regulations, any interest generated on undistributed
pre-financing may be taken into account when calculating the final amount
due to the University as part of the research contract, and therefore the
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1.7 Fraud, error and corruption, and contingency management

The University
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management. Should funds available for investment be immaterial, or the
returns generated also immaterial, the reporting restrictions above may be
suspended until such time as sufficient funds can be invested that provide
meaningful management information. This decision should be made by the
Director of Finance and recorded in the annual Treasury Management report

to

10






UNIVERSITY OF READING
TREASURY POLICY

The Treasury Assistant is authorised to make these transfers.
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approved list. All approved counterparties must have a credit rating within
the ranges set out in appendix B.

The University receives regular credit rating updates, to ensure individual
ratings are monitored. Each month a summary of institutional ratings is
obtained and saved on a shared Finance drive. The Treasury Manager will
monitor all approved counterparty credit ratings on a weekly basis.

The Treasury Manager is responsible for alerting the Director of Finance to all
changes in credit ratings relating to the above counterparties. In the event of
a downgrade, the following procedure should be followed:

o [f after the downgrade, the counterparty remains within the credit limits set
out in appendix B, then the University may continue to invest on the
discretion of the Director of Finance

e If the counterparty no longer remains within the limits in appendix B, then
the University should cease using that counterparty as soon as practicable
without jeopardising the capital invested.

Counterparties can be added to or removed from the approved list in
Appendix A on the approval of the Director of Finance, but again only as long
as new counterparties meet the credit ratings in Appendix B. Such changes
must be reflected in the next version of the Treasury Policy submitted to
Scrutiny and Finance Committee for approval.

Should the Director of Finance consider that the credit ratings in Appendix B

13
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Unless statutory or regulatory requirements demand otherwise, all monies in
the hands of the University will be under the control of the Director of
Finance and will be aggregated for cash flow and investment management
purposes. Cash flow projections will be prepared on a regular and timely
basis, and the Director of Finance will ensure that these are adequate for the
purposes of monitoring compliance with TMP1[1] liquidity risk management.
The present arrangements for preparing cash flow projections, and their
form, are set out below:

A rolling 24-month daily cash flow will be prepared and maintained by the
Treasury Manager. This plan will agree, on a monthly basis, with the
University 10-year cash flow forecast.

Each day, the level of project cleared funds will be established using this
forecast and the University’s internet banking platform.

The cash flow and projected cleared fund will be used to establish the level of
surplus cash available for lending, and the period for which it is available.

On a weekly basis the Treasury Assistant will produce:

e 8 week rolling cash flow forecast
e A summary of short-term cash deposits

The Director of Finance should be specifically alerted to all forecast negative
cash balances. The University will inform the Office for Students of all
negative net cash book balances that meet their criteria for notification. The
specific requirement for short-term borrowing not to exceed 5% of
consolidated turnover (as defined by the last audited accounts) for 35
consecutive days will be monitored daily by the Treasury Manager.

The Director of Finance will be responsible for long-term cash flow forecasting
(i.e. periods of between 1 year to 10 years) and the production of forecasts
for submission to the Office for Students.

9 Money laundering and Sanctions

Money Laundering

Money laundering is the act of concealing or disguising the nature, location,
source, ownership or control of money in order to avoid a transaction

15
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reporting requirement and/or to disguise the fact that the money was
acquired by illegal means.

The University is alert to the possibility that it may become the subject of an
attempt to involve it in a transaction involving the laundering of money.
Accordingly, it will maintain procedures for verifying and recording the
identity of counterparties and reporting suspicions, and will ensure that staff
involved in this are properly trained.

The current policy can be found at

https://www.reading.ac.uk/finance/forms-and-guides-policies-and-
procedures/finance-service-levels-policies-and-procedures/university-of-
reading-anti-money-laundering-policy

The Head of Transactional Services is responsible for implementing
procedures around receiving and refunding money.

Any suspicions of money-laundering should be communicated to the Director
of Finance, following the procedure set out in the policy. Should any other
fraudulent activity be suspected, reference should be made to the

16
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The current job description of the Treasury Manager specifies a qualified
accountant. On a yearly basis the Treasury Manager will, as part of the
Professional Development Review process, identify areas where potential

17
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The University has adopted and has implemented the key recommendations
of the Code. This, together with the other arrangements detailed in this
document, are considered vital to the achievement of proper corporate
governance in treasury management, and the Director of Finance will monitor
and, if and when necessary, report upon the effectiveness of these
arrangements.

13 Ethical Banking

The University recognises the importance of aligning its banking relationships with its
wider social responsibilities. The University will therefore adopt the following
principles:

1. The University will consider Ethical, Social and Governance criteria in its choice of
banking partner;

2. The University will monitor the progress of its banking partners in reducing their
carbon footprint;

3. The University will monitor the progress of its banking partners in reducing their
exposure to lending to the fossil fuel sector.

4. The University will consider ESG-related borrowing in any future debt it takes on.

5. The University will expect to receive annual updates on ESG issues from its banking
partner(s) and will include a summary of this as part of this annual report to SFC.

Conclusion

This Treasury Policy will be revised annually, as noted above, and presented to
Scrutiny and Finance Committee. Should, however, any urgent issue arise, the
Director of Finance can request that the Treasury Manager revise the Policy, and
present it to the next meeting of the Committee for approval. The Treasury Manager
shall be responsible for alerting the Director of Finance any issues that they believe
may require any such amendment.

Version 15

S E Mealor

Treasury Manager

December 2023

Approved by Scrutiny and Finance Committee, Xxxx
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Appendix A

The Treasury Manager can approve investments with the following counterparties,
who at the time of approval of this policy meet the requirements found in Appendix

B.
Name of Counterparty Size
£m

Royal London Cash plus fund 10
HSBC 20
Lloyds (inc BoS) 20
Barclays Bank PLC 20
Santander 20
Nationwide 20

Length of Investment
months

n/a

upto3
upto3
upto3
upto3
upto3

S&P

n/a
Al
Al
Al
Al
Al

Moody's Fitch

n/a
P1
P1
P1
P1
P1

For any deposits over three months, the Director of Finance must approve.

Credit ratings correct as of 19/10/2023

AAA
F1+
F1
F1
F1
F1
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Appendix B

e An acceptable banking counterparty meet at least two of the ratings below:

S&P Moody’s rating Fitch
rating rating
Al P-1 F-1

e For a money market fund, a credit rating of AAA from any of the three main rating
agencies is required.

20
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Information Received and Decisions Undertaken by Investments and Development
Committee in Relation to the Treasury Policy

e Toreceive as soon as possible after Scrutiny and Finance Committee a
copy of the approved Treasury Policy, and all other reports outlined above

e To receive the Liquidity Reserve Policy after it has first been approved by
Scrutiny and Finance Committee
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