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It is useful to read this Policy in conjunction with other related Council and Personnel 

Policies: 

▪ Financial Regulations 

▪ Earmarked/Capital Reserves and General Reserves Policy 
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1. Introduction 

Edenbridge Town Council is committed to the sound and responsible management of its 

finances. It has a duty to ensure that all investments are made prudently, in compliance with 

statutory guidance, and in alignment with the Council’s strategic objectives. 

This Investment Policy provides the framework for managing the Council’s financial 

investments, ensuring the security of capital, maintaining liquidity to meet operational needs, 

and achieving an appropriate yield where possible. These priorities are applied in that order 

to safeguard public funds while supporting the delivery of community priorities. 

The Policy also reflects the Council’s commitment to transparency, accountability, and ethical 

standards, ensuring that all investment decisions are made with due consideration of risk 

and the long‑term interests of residents. 

The Council already has Financial Regulations which govern the financial management of 

the Council and day-to-day administration of its finances. And, an Earmarked/Capital and 

General Reserve Fund Policy to ensure reserves are managed in line with strategic and 

operational needs. 

2. Ethical and Social Responsibility Statement 

The Council is committed to ensuring that its investments reflect the values and priorities of 

the community it serves. Funds will not be knowingly invested in organisations or sectors 

whose activities conflict with the Council’s ethical standards, such as those causing 

significant environmental harm or engaging in practices contrary to the public interest. 

Where possible, the Council will seek investment opportunities that deliver positive social or 

environmental benefits alongside financial returns. 

3. Legislative Framework 

This Investment Policy is prepared in accordance with the powers and duties set out in the 

Local Government Act 2003 and having regard to the latest Statutory Guidance on Local 

Government Investments issued by the Secretary of State. The Council also follows the 

principles of the CIPFA Treasury Management Code of Practice, ensuring that all investment 

and borrowing decisions are guided by: 

• Security – safeguarding public funds against loss. 

• Liquidity – maintaining access to cash when required. 

• Yield – seeking a reasonable return, but only after security and liquidity are assured. 

• Prudence – avoiding undue risk and ensuring borrowing remains affordable. 

• Transparency – making decisions openly and reporting clearly to members and the 

public. 

• Strategic Alignment – supporting the Council’s objectives and long-term plans. 

• Risk Management – identifying and managing financial risks effectively. 

This framework ensures that the Council’s investment activities are lawful, responsible, and 

aligned with the best interests of the community. 

4. Borrowing 

The Council will only undertake borrowing in accordance with the powers set out in the Local 

Government Act 2003 and relevant statutory guidance. Borrowing will be affordable, prudent, 

and sustainable, with the primary purpose of meeting identified capital expenditure needs or 
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managing short-term cash flow requirements. The Council will not borrow purely for 

investment purposes and will ensure that any borrowing decisions are supported by a clear 

business case, risk assessment, and repayment plan. All borrowing activities will be 

conducted transparently and reported to members in line with the CIPFA Treasury 

Management Code of Practice. 

5. Investment Objectives 

The primary objective of the Council’s investment activities is the prudent management of 

public funds. In line with statutory guidance, the Council’s priorities are: 

• Security – to protect the capital sum invested from loss. 

• Liquidity – to ensure that funds are available when needed to meet operational 

requirements. 

• Yield – to achieve a reasonable return on investments, but only after security and 

liquidity have been satisfied. 

The Council will place funds only in approved investment types and with approved 

organisations, ensuring that all investments are made with due regard to risk, ethical 

considerations, and the long-term interests of the community.  

Investment decisions will support the Council’s strategic objectives and be reviewed 

regularly to ensure ongoing compliance and performance. 

All investment of money under the control of the council shall be in the name of the council. 

6. Investment Risk 

All investment activities involve a degree of risk, and the Council recognises its responsibility 

to identify, assess, and manage these risks to protect public funds. The main risks include: 

• Credit Risk – the risk that an organisation the Council invests with may fail to repay 

the investment. 

• Liquidity Risk – the risk of not having funds available when needed to meet 

commitments. 

• Market Risk – the risk that changes in interest rates or market conditions could 

reduce the value or return of an investment. 

• Legal and Regulatory Risk – the risk of non-compliance with legislation or guidance. 

The Council will manage these risks by investing only in approved investment types and 

organisations, setting limits on exposure, diversifying investments, and regularly monitoring 

performance and credit ratings. All investment decisions will be made with reference to the 

priorities of security, liquidity, and yield, in that order. 

7. Specified and non-specified Investments  

In accordance with the Statutory Guidance on Local Government Investments, the Council 

recognises two categories of investment: 

Specified Investments – These are investments that meet all of the following criteria: 

• Made in sterling. 

• Have a maturity of no more than 12 months. 

• Made with a body or investment scheme of high credit quality (as defined in the 

Council’s policy). 
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• Not defined as capital expenditure under legislation. 

These investments are considered low risk and are suitable for the Council’s short-term cash 

management needs. 

Non-Specified Investments – These are any investments that do not meet the criteria for 

specified investments. They may include longer-term deposits (over 12 months), 

investments in bodies or schemes without a high credit rating, or other investment types 

permitted by legislation. Non-specified investments carry a higher level of risk and will only 

be undertaken following a formal risk assessment and approval by the Council. 

8. Approved Investment Types 

The Council will only use investment types that are permitted under legislation and meet the 

requirements of this policy. These will be limited to low-risk, easily understood products that 

align with the priorities of security, liquidity, and yield. 

Examples of approved investment types include: 

• Deposits with UK banks and building societies. 

• Deposits with other local authorities. 

• Investments in the UK Government’s Debt Management Account Deposit Facility 

(DMADF), operated by the Debt Management Office as part of HM Treasury, which is 

regarded as one of the safest options for holding public funds. 

• Investments in UK‑based pooled funds specifically designed for and open to local 

authorities, charities, and similar public sector bodies, managed in accordance with 

relevant regulatory standards. 

• Short‑term money market funds with high credit ratings, which invest in a diversified 

portfolio of secure, short‑term deposits and debt instruments, providing liquidity and 

capital preservation. 

The list of approved investment types and the organisations used will be reviewed 

periodically and formally as part of the Annual Investment Review. Any changes to the 

approved list will require Council approval and will be made in line with statutory guidance 

and the CIPFA Treasury Management Code of Practice. 

9. Council current investment types 

Edenbridge Town Council current investment types are: 

• Deposits with UK banks and building societies – Barclays Bank 

• Investments in UK‑based pooled funds specifically designed for and open to local 

authorities, charities, and similar public sector bodies, managed in accordance with 

relevant regulatory standards – CCLA 

Charities – The Norman Foundation - investment types are: 

• Deposits with UK banks and building societies – Natwest Bank 

• Investments in UK‑based pooled funds – Scottish Widows & CCLA 

 

10. Prohibited Investments 

To protect public funds and ensure compliance with statutory guidance, the Council will not 

invest in products or markets that carry an unacceptable level of risk or do not align with the 

priorities of security and liquidity. 
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The Council will not invest in: 

• Direct investments in company shares (equities) or the stock market, due to their 

volatility and potential for capital loss. 

• Derivatives, commodities, or other speculative financial instruments. 

• Foreign currency investments, to avoid exchange rate risk. 

• Unregulated collective investment schemes or funds that do not meet the Council’s 

approved criteria. 

This approach ensures that all investments remain low‑risk, transparent, and suitable for the 

stewardship of public money. 

11. Investment management 

The Town Clerk is responsible for ensuring that the decisions of the Town Council are 

implemented and for advising the Council to support informed decision‑making. 

The Responsible Financial Officer (RFO) holds a statutory office, appointed by the Council, 

and acts under its policy direction to administer the Council’s financial affairs in accordance 

with all relevant Acts, Regulations, and proper practices. 

The Finance and Governance Committee has delegated authority to: 

• Make decisions on general policy expenditure approved by Council. 

• And, receives a full financial pack which includes financial summary cashbook, all 

bank accounts and investments. 

Committee meets at least quarterly each year. In additional full set of financial reports 

including investments is presented to full Council, together the Annual Governance and 

Accountability Return (AGAR). Both are also published on the Council’s website for 

transparency. 

At least once a year, the Committee reviews the Council’s investment types, with any 

recommendations reported to Full Council. 

12. Liquidity Management 

The Council will maintain sufficient readily‑accessible funds to meet its short‑term 

operational requirements and unforeseen expenditure. A proportion of reserves will be held 

in instant‑access or short‑term deposit accounts to ensure cash flow needs are met without 

incurring penalties or delays.  

Longer‑term investments will only be made where it can be demonstrated that they will not 

compromise the Council’s ability to meet its ongoing financial commitments. 

13. Risk Assessments 

The Council’s reserves are protected by the Financial Services Compensation Scheme 

(FSCS) up to £85,000 with any one institution. Funds are therefore managed carefully to 

mitigate the risk of losses through diversification and prudent investment choices. 

The Finance and Governance Committee undertakes annual governance risk assessment 

reviews, which include a Financial Governance Risk Assessment. These assessments are 

published on the Council’s website. 
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The Council also maintains an Earmarked/Capital and General Reserve Fund Policy to 

ensure reserves are managed in line with strategic and operational needs. 

14. Other investments/Borrowing Principles 

Before the Council can borrow funds, it must first obtain borrowing approval (loan sanction) 

from the Secretary of State via the Ministry of Housing, Communities and Local Government 

(MHCLG), unless the borrowing is for a temporary loan or overdraft from a bank, or for sums 

temporarily required to meet revenue expenditure. 

Applications for borrowing approval are made through the local county association (KALC). 

The process and criteria for approval are set out in the Guide to Parish and Town Council 

Borrowing in England, jointly published by the National Association of Local Councils 

(NALC). 

The most favourable borrowing terms for councils are usually available through the Public 

Works Loan Board (PWLB). PWLB loans typically offer competitive rates and stability, 

supporting effective long‑term financial planning. 

The Council will determine the repayment period for each loan, which must not exceed the 

expected useful life of the asset or project being funded. The loan term will commence on 

the date the funds are borrowed. 


