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Agenda Item No. 10 

 
 

To:  Joint Audit Committee 

Date: 11 December 2019 

By:  Chief Finance Officer 

Title:  Treasury Management – Review of Environmental, Social 

and Governance factors on Investments Decisions  

 

 

Purpose of Report:  

 
This report presents a review and consideration of the impact of 

Environmental, Social and Governance (ESG) factors when making investment 
decisions following a request from the Joint Audit Committee (JAC) to review. 

 
Terms of Reference: 

 
As set out in the Committee’s terms of reference, the Committee is responsible 

for; 
 

10.  Ensuring that an effective system of scrutiny is in place in respect of 
Treasury Management, strategy, policies and practices. 

 

 

1 Background: 
 

1.1 Environmental, Social and Governance (ESG) investing, also known as 

“sustainable investing” refers to three central factors used to measure 

the sustainability and ethical impact of an investment. 

 

1.2 The current Treasury Management Strategy Statement (TMSS) and 

supporting Treasury Management Practice notes (TMP’s) make no 

reference to the consideration of ESG factors. 

 

1.3 The Joint Audit Committee have questioned whether ESG criteria could 

be employed with reference to investing surplus cash balances of Sussex 

Police, typically on a short term basis and often for periods less than a 

year. 

 
1.4 All local authority organisations, including police bodies have obligations 

to: 

 Implement the CIPFA Code of Practice on Treasury Management 

 Implement investment guidance by the MCHLG 
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 Achieve optimal performance in investment returns 

 

2 Findings 

 
2.1 Over recent years investors have started to become more aware of the 

impact of their investments in promoting global issues, such as climate 
change, in addition to the financial outcome of the investment.  This has 

led to many considering the ESG factors when making investment 
decisions. 

 
2.2 There are examples of banks that purport to operate more ethically, such 

as the Co-operative Bank, Ecology Building Society and Triodas Bank 
(Cyprus based), however, none of these examples have a sufficient 

credit standing to meet the criteria set out in the current Treasury 
Management Strategy. 

 

2.3 ESG factors are more prominent in long-term investments.  There are 
however two counterparties offering green or sustainable deposits over 

the short-term, with other counterparties indicating they are looking at 
rolling out products over the coming months. 

 
2.4 There are currently only two products available to the PCC for Sussex 

which meet the requirements of our Treasury Management Strategy. 
 

2.5 Standard Chartered Fixed Deposit - Standard Chartered have recently 
launched a sustainable fixed deposit, with deposit terms between one 

week and one year.  The interest rates available range between 0.57% 
and 0.81% depending on the investment term.  This deposit guarantees 

that the investment is referenced against the United Nations Sustainable 
Development Goals. 

 

2.6 Barclays Green Notice Accounts - Barclays offer 65 and 95 day notice 
accounts currently paying variable interest rates of 0.85% and 0.95% 

respectively, which reduce by 0.15% once notice is given.  These are 
purchased according to their Green Framework, which covers energy 

efficiency & renewable energy, sustainable food agriculture & forestry, 
waste management and the reduction of greenhouse gas emissions. 

 
2.7 Other non-specified fixed term deposit options available are currently 

offering interest rates between 0.60% and 1.10%.  The sustainable 
investment options available largely cannot compete with these rates. 
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3 Points for Consideration 
 

3.1 Definition of Sustainable Investments 

 
One key difficulty with sustainable investment is that there are 

potentially as many different definitions of this as people who raise the 
issue.  Therefore, the first step in investing sustainably is to provide a 

clear definition of what this means for the authority. 
 

There are two options; actively targeting investments with “ethically-
minded” entities or agreeing a list of unacceptable investments and 

applying this to decisions. 
 

3.2 Optimal Investment Returns 
 

The Prudential Code requires that local authorities and police bodies 
achieve best value by considering the three investment principles of 

security, liquidity and yield.  These must be the prime objective of 

treasury management activities and any consideration of ESG factors 
must play a lesser role. 
. 

3.3 Diversification 
 

Currently there are very few counterparties offering sustainable deposits.  
It is generally not advised to have 100% risk exposure to one 

counterparty and it would go against the CIPFA Code of Practice on 
Treasury Management to avoid over concentration of investments. 

 

3.4 Credit Ratings 
 

Consideration would need to be given to credit ratings of any sustainable 
investment opportunities to ensure the security of the funds deposited. 

 
3.5 Fixed and Variable Deposits 

 
The current Treasury Management Strategy limits investments with 

variable rates to 85% of total investments.  This could limit the capacity 
to invest in sustainable notice accounts.  

 
3.6 Council Tax 

 
Council tax payers may not be willing to support a higher council tax 

charge, or a lower level of policing service, due to poorer returns on ESG 

investments. 
 



 
 
 

NOT PROTECTIVELY MARKED 

 

 
 

4 

Should an ethical policy take precedence over a use of high credit 

worthiness ratings to choose counterparties, it could be difficult to justify 
the decision to adopt an ethical investment to council tax payers in the 

result of the ethical provider getting into financial trouble resulting in 

losses to be covered by council tax precept.  
 

4 Conclusion 
 

4.1 The PCC for Sussex has considered the potential for an ethical 
investment policy, however there are major difficulties with this 

approach and as far as we are aware, no local authority has yet adopted 
an ethical investment policy for the placing of surplus cash. 

 
4.2 The PCC for Sussex is not currently in a position to be able to develop 

and deliver a policy that can be guaranteed to only include sustainable 
investments and remain compliant with current best practice guidance. 

 
4.3 The main criteria for placing investments will therefore remain Security, 

Liquidity, Yield, with ESG criteria also being considered where possible.  


