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TREASURY MANAGEMENT POLICY 
 

Policy Statement 
 
This statement sets out the policies, practices and objectives of Ulster University’s 
treasury management activities, as agreed by Council, and covers the Ulster 
University and all its controlled subsidiary companies. 
 

1. The University adopts the key recommendations of the Chartered Institute 
of Public Finance and Accountancy’s code of practice (Treasury 
Management in the Public Services). 

 
2. The University in compliance with the code defines treasury management 

activities as: 
 

“The management of the institution’s cash flows, its banking, money market 
and capital market transactions; the effective control of the risks associated 
with those activities; and the pursuit of optimum performance with those 
risks.” 

 
3. The University regards the successful identification, monitoring and control 

of risk to be the prime criteria by which the effectiveness of its Treasury 
Management activities will be measured. 

 
4. The University acknowledges that effective treasury management will 

provide support towards the achievement of its business and service 
objectives. It is therefore committed to the principles of achieving best value 
in treasury management and to employing suitable performance 
measurement techniques within the context of effective risk management. 

 
 
Risk Management (Appendix 1 sets out the definitions of Risk) 
 
The Chief Finance Officer will design, implement and monitor all arrangements for 
the identification, management and control of treasury management risk, will report 
annually on the adequacy/suitability thereof and will report, as a matter of urgency, 
the circumstances of any actual or likely difficulty in achieving the institution’s 
objectives in this respect. 
 
- Liquidity risk management 
 

The University will ensure it has adequate though not excessive cash 
resources, borrowing arrangements, overdraft or standby facilities to enable 
it all times to have the level of funds available to it which are necessary for 
the achievement of its business objectives. The University’s policy is to 
maintain liquid funds/facilities up to 60 days operating and payroll costs, to 
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allow for unforeseen liquidity requirements. Having sought the approval of 
Resources Committee, the Chief Finance Officer is authorised to arrange 
short-term overdraft facilities with the University’s bankers.   
 

- Interest rate/Inflation risk management 
 

The University will manage its exposure to fluctuation in interest rates with 
a view to containing its interest costs, (through a variety of fixed and variable 
rates), or securing its interest revenues while maintaining the security of the 
invested funds. It will achieve this by the prudent use of its approved 
financing and investment instruments, methods and techniques, primarily 
to create stability and certainty of costs and revenues but at the same time 
retaining a sufficient degree of flexibility to take advantage of unexpected, 
potentially advantageous changes to the level or structure of interest rates. 
 

- Exchange rate risk management 
 

The University will retain funds in currencies only to the extent that 
payments are due to be made in these currencies. Typically, this includes 
Euro and US Dollar balances only, which will be held in Call accounts. 
 
Currency receipts surplus to this will be transferred into sterling at the best 
rate achievable, but always retaining a sufficient degree of flexibility to take 
advantage of unexpected, potentially advantageous changes in the level of 
exchange rates.  The Chief Finance Officer, Deputy Director of Finance and 
Head of Financial Management are authorised to buy and sell currency with 
any of the banks with whom the University may wish to from time to time 
engage with, as per the Select List approved by Resources Committee in 
Appendix 2. Quotes should be sought from at least two banks for each 
transaction, within the operating limits as mandated. 
 

- Legal & regulatory risk 
 

The University will ensure that all of its treasury management activities 
comply with its statutory powers and regulatory requirements. 
 

- Fraud, error and corruption management 
 

The University will ensure that it has identified the circumstances which may 
expose it to the risk of loss through fraud, error, corruption or other 
eventualities in its treasury management dealings. 
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- Market risk management 
 
The University will seek to ensure that its stated treasury management 
policies and objectives will not be compromised by adverse market 
fluctuations in the value of the principal sums it invests and will accordingly 
seek to protect itself from the effects of such fluctuations. 

 
Performance Measurement 
 
The University is committed to the pursuit of best value in its treasury management 
activities and to the use of performance measuring in support of that aim. 
Accordingly, the treasury management function will regularly examine alternative 
methods of service delivery to ensure best value and will measure its performance 
using appropriate benchmarks. For example, performance versus comparable 
HEIs, and/or versus any information as published by HEFCE. 
 
Decision Making and Analysis 
 
The University will maintain full records of its treasury management decisions and 
of the processes and practices applied in reaching those decisions, both for the 
purposes of learning from the past and for demonstrating that reasonable steps 
were taken to ensure that all issues relevant to those decisions were taken into 
account at the time. 
 
Approved Instruments, Methods and Techniques 
 
The University will undertake its treasury management activities by employing only 
those instruments, methods and techniques which achieve a satisfactory return 
while keeping risk to an acceptable level. The University will review the Standard 
and Poor’s and Moody’s Ratings on a periodic basis, and these ratings are 
available upon request from the Finance Department.   
 
The University has appointed external fund managers to manage the investment 
of endowment funds. 
 
Cash surpluses may be invested with approved banks or building societies, or in 
approved Money Market funds. 
 
Segregation of Responsibilities 
 
For purposes of effective control and monitoring of its treasury management 
activities, the University, through the Chief Finance Officer will ensure that there 
are clearly defined responsibilities for each post engaged in treasury management. 
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Reporting Requirements 
 
The University will ensure that regular reports are prepared considering the 
implementation of its treasury management policies. The Council, via Resources 
Committee will receive annually: 
 

- a report on the strategy and plan to be pursued in the coming year 
- a report on the performance of the treasury management function, on the 

effects of decisions taken and the transactions executed in the past year, 
and on any areas of non–compliance with the University’s treasury 
management policy  

- a report on the performance of any external service providers. 
 
Budgeting, Accounting and Auditing Arrangements 
 
The Chief Finance Officer will prepare and the Council will approve an annual 
budget, which will include income and costs associated with treasury 
management. 
 
The University will account for its treasury management activities, for decisions 
made and transactions executed, in accordance with appropriate accounting 
practices and standards and with statutory and regulatory requirements in force at 
the time. 
 
 
Cash and Cash Flow Management 
 
The Chief Finance Officer is responsible for all University monies. All funds will be 
aggregated for cash flow and investment management decisions. Cash flow 
projections will be prepared on a regular and timely basis. 
 
Cash flow management assists compliance with liquidity risk management and 
forms the basis of the investment and borrowing strategy adopted by the 
University. 
 
 
Money Laundering 
 
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 their identity of counterparties, 
reporting suspicious activity and ensuring that staff involved in this area are 
properly trained. All finance staff and all other staff with cash handling 
responsibilities will be made aware of the relevant legislation in this regard. 
 
 



 6 

Staff Training 
 
The University recognises the importance of ensuring that all staff involved in the 
treasury management function are fully equipped to undertake their duties and 
responsibilities. The University will therefore seek to appoint individuals who are 
both capable and experienced and will provide training for staff to enable them to 
acquire and maintain an appropriate level of expertise, knowledge and skills. 
 
Banks and Security 
 
The key principles, in order of importance for the University, when looking at short 
term investments are: 

 Security: The strategy must ensure an investment is received back when 
the investment matures in order to meet its payment obligations. 

 Liquidity: The strategy must consider the ease of converting an investment 
into cash at any time prior to its maturity without unduly affecting its value. 

 Yield: Yields can be maximised only when security and liquidity objectives 
have been satisfied. There is usually an inverse relationship between yield 
and security and liquidity. 

 
Security is the key principle and this consists of counterparty risk and market risk. 
In order to mitigate against financial risk, it is proposed that any investments held 
by the University will only be undertaken in financial institutions which have the 
following ratings: 
 
 
 

Agency Long Term Short Term Funds Limit 

Standard & Poors 
(S&P) 

A or above A-2 or above £35m 

Standard & Poors 
(S&P) 

BBB A-2 or above £10m 

Moody’s A2 or above P-2 or above £35m 

Moody’s Baa  P-2 or above £10m 

Fitch A or above F2 or above £35m 

Fitch BBB F2 or above £10m 

 
 
 

These relate to financial institutions which have a superior ability to repay. The 
current NI bank ratings are available from the Finance Department. 
 
Use of External Service Providers 
 
The University will evaluate the costs and benefits involved when employing 
external specialists. It will also ensure that the terms of such external providers are 
assessed and properly agreed and documented and subjected to regular review. 
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Where services are subject to formal tender, the purchasing regulations of the 
University as outlined in the Financial Procedures Manual will be adhered to. 
 
Corporate Governance 
 
The University is committed to the pursuit of proper corporate governance 
throughout its business and services, and to establishing the principles and 
practices by which this can be achieved. Accordingly, the treasury management 
function and its activities will be undertaken with openness, transparency, honesty, 
integrity and accountability. 
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APPENDIX 1 
 
Definitions of Risk 
 
Liquidity risk is defined as the risk that cash will be available when it is needed, 
that ineffective management of liquidity creates additional unbudgeted costs, and 
that the institution’s business objectives will be thereby compromised. 
 
Interest rate risk is defined as the risk that fluctuations in the levels of interest 
rates create as unexpected or unbudgeted burden on the institution’s finances, 
against which the institution has failed to protect itself adequately. 
 
Exchange rate risk is defined as the risk that fluctuations in foreign exchange 
rates create an unexpected or unbudgeted burden on the institution’s finances, 
against which the institution has failed to protect itself adequately. 
 
Legal and Regulatory risk is defined as the risk that the institution itself, or a third 
party which it is dealing with, fails to act in accordance with its legal powers or 
regulatory requirements, and that the institution suffers losses accordingly. 
 
Fraud, error and corruption risk is defined as the risk that an institution fails to 
identify the circumstances in which it may be exposed to the risk of loss through 
fraud, error, corruption or other eventualities in its treasury management dealings 
and fails to employ suitable systems and procedures and maintain effective 
contingency management arrangements to these ends. 
 
Market risk is defined as the risk that, through adverse market fluctuations in the 
value of the principal sums it invests, its stated treasury management policies and 
objectives are compromised and it has failed to protect itself. 
 
Counterparty risk is the risk that the counterparty will not meet their obligation to 
repay the principal and interest in full and when due, is addressed when 
considering all new investments. 
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APPENDIX 2 
 

Investment Grade Ratings: 
 

CREDIT RATINGS       

        
STANDARD & POORS 

(S&P)  MOODY'S  FITCH 

Long Term Short Term  Long Term Short Term  Long Term Short Term 

              

AAA A-1+  Aaa P-1  AAA F1+ 

AA+ A-1+  Aa1 P-1  AA+ F1+ 

AA A-1+  Aa2 P-1  AA F1+ 

AA- A-1+  Aa3 P-1  AA- F1+ 

A+ A-1  A1 P-1  A+ F1/F1+ 

A A-1  A2 P-1/P-2  A F1 

A- A-1  A3 P-1/P-2  A- F1/F2 

BBB+ A-2  Baa1 P-2  BBB+ F2 

BBB A-3  Baa2 P-2/P-3  BBB F2/F3 

BBB- A-3  Baa3 P-3  BBB- F3 

BB+ B  Ba1 Not Prime  BB+ B 

BB B  Ba2 Not Prime  BB B 

BB- B  Ba3 Not Prime  BB- B 

B+ B  B1 Not Prime  B+ B 

B B  B2 Not Prime  B B 

B- B  B3 Not Prime  B- B 

CCC+ C  Caa1 Not Prime  CCC C 

CCC C  Caa2 Not Prime  CCC C 

CCC- C  Caa3 Not Prime  C C 

              

Investment 
Grade:    

Investment 
Grade:    

Investment 
Grade:   

AAA 
Extremely 
Strong  Aaa 

Highest quality, 
minimal credit risk  AAA 

Highest credit 
quality 

AA 
Very 
Strong  Aa 

High quality, very 
low credit risk  AA 

Very high credit 
quality 

A Strong  A 

Upper medium 
grade, low credit 
risk  A 

High credit 
quality 

BBB Adequate  Baa 
Moderate credit 
risk  BBB 

Good credit 
quality 

BB Speculative  Ba 
Substantial credit 
risk  BB Speculative 

B Speculative  B High credit risk  B 
Highly 
speculative 

        

        

  Credit rating subject to total funds of £10m      

         

        
 


