APPROVED INVESTMENT COUNTERPARTIES

Current Account Bank

These are not currently in use as our present providers the Co-operative Bank plc fall
below investment grade rating. However a competitive tender exercise is to be held in
2014 for the provision of Authority’s current accounts will be held with an institution which
meets the minimum A- rating, so balances could be held up to the specified limits detailed
in paragraphs 35-40 in the main report. Should the credit ratings subsequently fall below
A-, the Authority may continue to deposit surplus cash with the bank providing that
investments that can be withdrawn on the next working day, and that the bank maintains a
credit rating no lower than BBB- (the lowest investment grade rating).

Registered Providers

Formerly known as Housing Associations, Registered Providers of Social Housing are
tightly regulated by the Homes and Communities Agency and retain a high likelihood of
receiving government support if needed. The Authority will consider investing with unrated
Registered Providers with adequate credit safeguards, subject to receiving independent
advice.

Building Societies

The Authority takes additional comfort from the building societies’ regulatory framework and
insolvency regime where, in the unlikely event of a building society liquidation, the
Authority’s deposits would be paid out in preference to retail depositors. The Authority will
therefore consider investing with unrated building societies where independent credit
analysis shows them to be suitably creditworthy. The Government has announced plans to
amend the building society insolvency regime alongside its plans for wide ranging banking
reform, and investments in lower rated and unrated building societies will therefore be kept
under continuous review.

Money Market Funds

These funds are pooled investment vehicles consisting of money market deposits and
similar instruments. They have the advantage of providing wide diversification of
investment risks, coupled with the services of a professional fund manager. Fees of
between 0.10% and 0.20% per annum are deducted from the interest paid to the Authority.
Funds that offer same-day liquidity and aim for a constant net asset value will be used as
an alternative to instant access bank accounts, while funds whose value changes with
market prices and/or have a notice period will be used for longer investment periods

Other Pooled Funds

For our core reserves, which are available for investments over the medium term, the
Authority will consider using pooled bond, equity and property funds that offer enhanced
returns over the longer term, but are potentially more volatile in the shorter term. These
allow the Authority to diversify into asset classes other than cash without the need to own
and manage the underlying investments. Because these funds have no defined maturity
date, but are available for withdrawal after a notice period, their performance and continued
suitability in meeting the Authority’s investment objectives will be monitored regularly.

Other Organisations

The Authority may also invest cash with other organisations, for example by making loans
to small businesses. Because of the higher perceived risk of unrated businesses, such
investments may provide considerably higher rates of return. They will however only be
made following a favourable external credit assessment and on the specific advice of the
Authority’s treasury management adviser.



