
 
 
 
 

CABINET – 23RD JULY 2012 
 

LOCAL AUTHORITY MORTGAGE SCHEME 
  

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES 
 
 

PART A 
 
 
Purpose of report 
 
1. To recommend that the County Council participates and provides finance 

for the Local Authority Mortgage Scheme (LAMS), which will make it 
easier for first time buyers to enter the property ladder and assist in 
alleviating some of the issues around lack of availability of social housing 
and affordable private rented accommodation.  There are expected to be 
knock-on economic benefits to the County of the scheme, but these are 
difficult to quantify.  

 
Recommendations 
 
2. It is recommended: 
 

(a) That approval be given to the County Council’s involvement in the 
Local Authority Mortgage Scheme (LAMS), in the sum of £10m 
which will be drawn from reserves in a number of tranches: 

 
(b) That Lloyds Bank be appointed the initial financial partner for a sum 

of £2m; 
 

(c) That the Director of Corporate Resources, in consultation with the 
County Solicitor, be authorised to appoint further financial 
institutions who have registered for LAMS, as deemed appropriate, 
and to arrange for the further deposit of funds as required (including 
possible further deposits with Lloyds Bank); 

 
(d) That the LAMS be adopted in accordance with the outline provided 

within this report and that the following arrangements be approved: 
 

(i) A total indemnity value of £10m, which will be drawn in a 
number of tranches; 

(ii) A maximum loan size for the authority of £142,500; 

D 
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(iii) The qualifying post codes will be provided to the lender in a 
schedule to the indemnity deed; 

 
(e) That the Director of Corporate Resources be authorised to take all 

action and/or decisions he considers necessary to give effect to any 
matter relating to the proper functioning of LAMS ; 

 
 (f) That the Director of Corporate Resources, in consultation with the 

County Solicitor, be authorised to enter into a Service Level 
Agreement with Blaby District Council which will allow the County 
Council to participate in the Blaby LAMS; 

 
(g) That approval be given to the County Council indemnifying the 

Monitoring Officer in respect of any personal liability that he or she 
may incur by providing an opinion and providing the Lender with the 
Opinion Letter in relation to each and every Scheme that the 
Council enters in to; 

 
(h) That approval be given to adding a paragraph to the Minimum 

Revenue Provision Policy, as shown in italics in Appendix 1 to this 
report; 

 
(i) That approval be given to adding a paragraph to the Annual 

Investment Strategy, as shown in italics in Appendix 2 to this report. 
 
Reasons for recommendations 
 
3. Whilst the County Council is not a housing authority it clearly has a 

very significant role in terms of promoting economic prosperity within 
the County.  Participation in LAMS, by way of lending to banks in a 
manner which allows them to make more affordable mortgages 
available to people who do not currently have the resources to put a 
significant deposit into a house, will assist in ‘oiling the wheels’ of the 
property market within the County.  This can only be positive for 
economic growth. 

 
4. There is evidence that there are a large number of individuals, couples 

and families who are currently in either social housing or private rented 
accommodation but who have the ability to pay a mortgage and want to 
buy their first house.  The obstacle to them becoming property owners 
is the need for them to save a significant deposit (sometimes as much 
as 25% of the property value) before they have access to a mortgage 
at a reasonable interest rate, or even access to a mortgage at all. 
LAMS allows these people to buy their first house with a significantly 
lower deposit than would otherwise be required, and on similar terms to 
them providing a 25% deposit.  The potential for LAMS to assist in 
‘freeing up’ social housing is beneficial to housing authorities and there 
is an expectation that at least some of the district councils within 
Leicestershire will join LAMS at a later stage.  One district – Blaby – 
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has already used LAMS and it has proved that there is demand for the 
scheme if finance is available to back it. 

 
Timetable for Decisions (including Scrutiny) 
 
5. If the recommmendations are agreed by the Cabinet the LAMS will be 

introduced as soon as possible so that lending to first time buyers can 
commence. 

 
Policy Framework and Previous Decisions 
 
6. LAMS is a relatively recent development and consequently this is the 

first time the matter has been considered by Cabinet. There are 
expected to be knock-on economic benefits of the Scheme within the 
County, although these are difficult to quantify. 

 
 
Resource Implications 
 
7. The risks associated with establishing a Leicestershire LAMS are set out 

in this report and the likelihood of the Authority incurring any material 
loss is very low. 

 
8. It is proposed that the scheme will be financed through £2m made 

available from the 2011/12 underspend. A further £8m will be freed up 
from revenue reserves as set out in the Budget Monitoring report that is 
elsewhere on the agenda. As the report sets out, the financial 
contribution is time-limited and will be received back after the scheme 
has been completed. 

 
Circulation under the Local Issues Alert Procedure 
 
9. None 
 
Officer to contact 
 
Brian Roberts, director of Corporate Resources 
Tel:  0116 305 7830 
E-mail: brian.roberts@leics.gov.uk 
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PART B 
 

 
Background 
 
The need for support of first time buyers 
 
10. The turmoil in financial and banking markets in recent years has 

impacted on both the local economy and on local housing. The 
requirement by the Bank of England for financial institutions to hold 
larger amounts of capital has made it less financially viable for banks and 
building societies to continue to offer mortgages at attractive rates when 
the prospective purchaser has a relatively small amount of savings to put 
into the deposit – banks have to hold capital reserves that are 8 times 
higher for a 95% loan to value (LTV) mortgage than they do for one 
which has a 75% LTV. They are typically now only able to lend a 
maximum of 75% - 80% LTV at attractive mortgage rates – mortgages 
are available for some borrowers with a lower deposit, but these tend to 
be at high interest rates.  

 
11. Saving a 20% - 25% deposit at the same time as paying rent for either 

social or private housing is clearly a problem, and one which is impacting 
greatly on the number of first time buyers who are entering the property 
market. Without first time buyers there is likely to be a significant period 
of stagnation within the property market and this is unlikely to be healthy 
for economic growth – as a simple example, people who are currently 
saving a large amount of their disposable income with a view to buying 
their first property could divert this into spending on household goods if 
they can be released from this need to save. 

 
12. It is estimated that each first time buyer that enters the property market 

produces a further 4 or 5 transactions further up the chain. This is not the 
case for newly built houses, where the chain does not exist, and new 
builds are specifically excluded from LAMS. A separate Government-
backed scheme exists for newly built properties. 

 
13. The requirement by financial institutions for larger deposits than have 

historically been required is not entirely based on a view that the credit 
quality of all borrowers necessitates this, and is simply a financial 
consequence of being forced to hold greater capital as security against 
losses for higher LTV mortgages. LAMS will not bypass the normal credit 
checks that are applied to the granting of a mortgage and will not lead to 
lending to inappropriate borrowers. Exactly the same credit checks are 
carried out for a LAMS mortgage that would be carried out for a 95% 
mortgage where the financial institution is taking all the risk. 
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How LAMS Works 
 
14. The County Council will lend an amount of money (initially expected to 

be about £2m) to a financial institution that has agreed to be part of the 
scheme.  This loan will be for a 5 year period and the interest payable 
will be a market rate for a 5 year loan plus an additional margin to protect 
against some of the risks associated with the default by mortgage 
holders. 

 
15. The loan made to the financial institution is not used to provide the 

finance for individual mortgages and is merely used as an indemnity 
against any defaults on the mortgages that occur in the five year period.  
After this five year period the lender assumes full responsibility for the 
mortgage and any subsequent defaults, and the loan is returned to the 
County Council.  If there are mortgages that are in arrears by more than 
a specified period at the end of the five year period, there will be an 
agreed ‘hold back’ to cover the possibility of these mortgages ultimately 
ending in default.  

 
16. The loan made to the financial institution is considered a service 

investment rather than part of the treasury management activities of the 
authority.  In order to avoid any doubt about this issue it is considered 
sensible to amend the Annual Investment Strategy to provide absolute 
clarity.  The existing policy is included as Appendix 2 to this report, 
together with a recommended amendment (shown in italics). 

 
17. There are two financial risks to the County Council: firstly that the 

financial institution defaults on the loan and secondly that their lending 
criteria are insufficiently stringent and that a significant number of 
defaults occur. The former of these risks can be minimised, but not 
alleviated completely, by careful choice of the counterparty.  The latter 
risk is more difficult for the County Council to control and it is important to 
be comfortable that the financial institution has a risk-aware methodology 
in respect of the granting of mortgages.  It is reasonable to expect them 
not to take risks with the County Council’s money that they would not 
take with their own, and this has been confirmed. 

 
18.  Figures from the Council of Mortgage Lenders show that the incidence of 

mortgage defaults in 2010 was 0.3% of all mortgages.  There are no 
specific figures available for first time buyers and it might be reasonable 
to assume that the incidence of defaults would be higher, but even if 
every default was to be for the full amount of the guarantee (i.e. the 
property was sold for less than 75% of the purchase cost) it would take a 
doubling of this default rate to ‘wipe out’ the interest premium paid by the 
financial institution.  Recent LAMS transactions have attracted interest 
rates (including the premium) of about 4.5% p.a. and if this interest (or 
even a part of it) were to be ‘set aside’ in a reserve to cover the risk of 
default, there is unlikely to be a meaningful financial risk to the authority. 
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19. For any mortgages granted the mortgagee will put down a deposit of at 
least 5% and the County Council’s loan to the financial institution will 
indemnify the rest of the loan, down to a 75% level.  In the event of a 
default an invoice would be issued to the County Council to cover the 
amount of the indemnity provided against the mortgage, less any monies 
recovered as part of the repossession and sale of the property.  

 
20. A limit for the maximum loan value per property will be agreed with the 

financial institution and this will in effect, and subject to the personal 
deposit available from the mortgage applicant, set a maximum indemnity 
per property on which the lender will provide a mortgage under LAMS.  
As this scheme is specifically for first time buyers and is intended to 
benefit those who will find it difficult to enter the housing ladder without 
LAMS, it is proposed that the limit be set to allow properties of up to 
about £150,000 to be purchased, based on a 5% deposit from the 
applicant.  It is recognised that in some parts of the County there will be 
no properties available at this price, but it is important that the Council’s 
scarce resources are not used to the advantage of those who are able to 
enter the property market using their own resources but where what is 
holding them back is their choice of where to live. 

 
21. It is necessary, as part of LAMS, to specify the maximum amount of 

mortgage that the County Council is willing to guarantee.  Assuming a 
5% deposit on a £150,000 property (£7,500) is put down by the 
mortgagee, the mortgage would be for £142,500.  This is the maximum 
mortgage amount that it is recommended that the County Council allows 
to be made available within the Leicestershire LAMS.  As a result the 
maximum indemnity per property that the authority will be liable for is 
£30,000. 

 
22. A full list of post codes to be included within the scheme will be provided 

to the financial institution, with the exception of post codes within Blaby – 
which is slightly more complicated due to the fact that it has already 
launched LAMS within the District, and this is covered later in this report.  
It is the intention that all post codes that are wholly within the County 
area (but excluding Leicester City) will be included within the 
Leicestershire LAMS. 

 
23. Other local authorities that have launched LAMS have had issues with 

post codes which span more than one district, and on occasions this has 
led to bad publicity (e.g. a mortgage application was denied on a home 
that was is within a district with a LAMS because it had a post code that 
encompassed homes in a different district and had been excluded from 
the scheme).  From Leicestershire’s perspective it is post codes which 
are shared between Leicestershire and Leicester City, Rutland and other 
neighbouring Counties which are an issue and there is no avoiding this 
at present, although it is possible that future LAMS may be able to 
resolve this issue. 
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24. Any post code can only be included within one LAMS, so those included 
in the Blaby scheme can not be included in the Leicestershire one.  
Likewise if a single LAMS is launched across the rest of the County the 
Districts will not be able to launch their own LAMS whilst ours is still 
active.  It is proposed is that Leicestershire makes money available for 
the Blaby LAMS via a Service Level Agreement (SLA) where the two 
authorities agree to share the risks and rewards of the scheme on a pro-
rata basis in relation to the capital committed. 

 
25. If a Leicestershire County Council LAMS is approved by members it is 

intended to move ahead as quickly as possible with it.  Discussion with 
the other Districts have suggested that many of them are looking to take 
part in LAMS but are not sufficiently well advanced in their consideration 
or do not have the finance required to participate quickly.  If the first 
tranche of the Leicestershire LAMS scheme is successful the hope is 
that the Districts and the County can work together for future tranches to 
increase the amount of funding available. 

 
26. Blaby accounts for approximately 14% of the Council Tax base and a 

very similar percentage of chargeable dwellings within the County (i.e. 
excluding Leicester City and Rutland).  Because a Service Level 
Agreement is required within Blaby this would have the impact of ‘ring 
fencing’ the appropriate share of the County Council money available via 
LAMS for that District.  Outside Blaby there will be no other cash 
limitations within District areas.  The mortgages will be approved on a 
first-come-first-served basis and there will be no attempt to influence 
which Districts get most benefit from the available cash.  

 
27. If an amount of £10m is eventually made available for LAMS it will be 

necessary to use this in a number of tranches as no mortgage lender will 
be willing to agree to borrow such a large amount at quite a high interest 
rate, whilst having no guarantee that they will actually be able to issue 
sufficient mortgages within the scheme to make effective use of the 
funding.  There is a requirement to have some flexibility around how 
much of the available cash is drawn down in each tranche, and how the 
interaction with the Blaby LAMS will work in practice.  The intention, 
however, is that £1.4m will be made available to support its LAMS. 

  
Potential Partners for LAMS 

 
28.  There are a number of financial institutions that have signed up to 

LAMS but there are only currently two that are willing to take part in the 
cash backed scheme that is the most appropriate for Leicestershire. 
Leeds Building Society has a single branch in Leicestershire - in 
Leicester City centre - and at the time of writing this report does not yet 
have an active scheme.  Lloyds Banks has a significant branch network 
across the county and has been the chosen partner for virtually all 
LAMS that have already been launched and has the experience gained 
from participating in more than 20 of them. 
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29. Lloyds are the most appropriate partner for the first tranche of LAMS 
money in the County.  It is expected that other financial institutions will 
join the scheme in the future and these can be considered for future 
tranches, but it is recommended that Lloyds are chosen for the first 
one. 

 
30. One of the risks within LAMS is that the financial institution is unable to 

repay the loan from the Authority at the end of the five year period, due 
to financial failure.  As a bank which is 41% owned by the UK 
Government, Lloyds is amongst the most secure banks in the World 
and the risks of lending to them is lower than it is for almost all other 
financial institutions and they have by far the highest credit rating of 
any lender participating in the scheme.  Although the Authority’s 
treasury management policies would not allow a loan of above 1 year 
to Lloyds (and no loans of over 3 years are permissible to any 
counterparty), the risks inherent within lending to Lloyds as part of 
LAMS are modest.  If Lloyds does not exist in five years time, it is 
highly likely that most other financial institutions will also have failed 
and that the UK Government will also be in a very perilous financial 
position. 

 
31. If a further appropriate lender joins the scheme before the proposed 

total indemnity value has been fully utilised it is expected that there will 
be two Leicestershire LAMS running concurrently, via two different 
lenders.  This will help to give potential borrowers choice and assist in 
getting more mortgages approved more quickly.  It is possible that a 
second lender may have different requirements to Lloyds in terms of 
relevant Cabinet approvals and it may, therefore, be necessary to seek 
them separately.  Some of the recommendations included in paragraph 
2 of this report are written to satisfy Lloyds’ requirements, but this 
should not be taken to mean that Lloyds will be the only mortgage 
lender that the authority will consider using. 

  
32. Lloyds Bank ‘brand’ LAMS as the Local Lend-a- Hand Mortgage 

Scheme.  In addition to the Local Lend-a-Hand Mortgage Scheme 
Indemnity Deed, the Local Authority Monitoring Officer (the County 
Solicitor) must provide Lloyds TSB Bank plc and Lloyds TSB Scotland 
plc with an Opinion Letter confirming that the Authority has the power 
to enter into, observe and perform the terms and obligations required of 
it under the Scheme.  The Authority will also be required to indemnify 
the Monitoring Officer in respect of any personal liability he or she may 
incur by providing the Opinion Letter. 
 

33. Both the Opinion Letter and the Monitoring Officer's Indemnity Deed 
will be in a prescribed form and, in addition to the resolution required to 
enter into the Mortgage Scheme Indemnity Deed, the Local Authority 
will need to ensure that there is a suitable resolution or other form of 
authority for the grant of the Monitoring Officer's Indemnity Deed.  
These requirements are covered within the recommendations of this 
report. 
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Classification of Expenditure on LAMS 
 
34. The emphasis of the loan to the financial institution which is part of 

LAMS is that the overall aim or substance of the transaction is for the 
authority to provide financial assistance to facilitate the financial 
institution loaning a greater amount to the borrower/mortgagor than 
would otherwise be their practice. 

 
35. Regulation 25 of The Local Authorities (Capital Finance and 

Accounting)(England) Regulations, within Section (1)(c), defines that 
“the giving of a loan, grant or other financial assistance to any person, 
whether for use by that person or by a third party, towards expenditure 
which would, if incurred by the authority, be capital expenditure” shall 
be treated as being capital expenditure. 

 
36. Given the above it is clear that the expenditure on LAMS, including the 

loan, should be treated as capital expenditure.  The intention would be 
to fund the capital expenditure through the use of existing reserves, 
thereby avoiding a revenue account cost in respect of the loan. 

 
37. Normally capital expenditure will increase the Capital Financing 

Requirement (CFR) and would create a Minimum Revenue Provision 
(MRP) liability within the revenue account, broadly equal to 4% p.a. of 
the amount of the expenditure.  However, it is proposed to set aside 
the associated repayment from the financial institution once the loan 
matures in five years to meet the full MRP liability and this will avoid 
the need for any MRP cost to be met by the revenue account in the 
intervening period. 

 
38. The Authority has a Minimum Revenue Provision Policy which is 

agreed annually by the Council as part of the Medium Term Financial 
Strategy.  This policy is included as Appendix 1 to this report and does 
not include the intended treatment of capital expenditure relating to 
LAMS.  It is recommended that an extra paragraph (shown in italics) is 
added to the existing MRP policy. 

  
Summary 
 
39. LAMS offers an effective and risk-aware method of using the 

authority’s reserves to assist in re-invigorating the local housing market 
by assisting first time buyers to obtain cost-effective mortgages.  These 
reserves should be returned in full in five year’s time and in the interim 
period an attractive rate of interest will be earned, including a premium 
to mitigate the possibility of mortgage defaults. 

 
40. LAMS will not promote reckless lending or provide mortgages to those 

who can not afford them, but it does reduce the amount of deposit 
required before a cost-effective mortgage can be obtained. 
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41. LAMS should assist in providing economic support within the County, 
and in doing so will help to promote economic prosperity.  It is hoped 
that District Councils other than Blaby (who have already carried out 
one LAMS) will be encouraged to participate in the scheme in the 
future, which will be beneficial to them both from an economic 
prosperity perspective also in their role as housing authorities.  If the 
scheme can assist even a small number of movements out of social 
housing its advantages will be substantial. 

 
42. If LAMS in Leicestershire is successful, a first tranche of £2m is likely 

to lead to about 70 first-time buyers entering the property market.  
Whilst this might seem a low number, follow on tranches (particularly if 
backed with extra money from the Districts) might have a very 
meaningful impact onto housing within the County. 

 
43. The County solicitor has been consulted throughout this project.  State 

Aid has been considered and such risks that exist within LAMS will be 
minimised and managed to the fullest extent possible to ensure 
compliance.  Furthermore, the County Council will be required to give a 
Data Protection indemnity to Lloyds Bank up to the limit of £1m and 
£5m (depending upon the circumstances). 

 
Background papers 
 
None 
 
 
Appendices 
 
Appendix 1 - Annual Statement for the Determination of the Annual Minumum 

Revenue Provision (MRP) (as agreed by the Council at its meeting of 
22nd February 2012) 

 
Appendix 2 - Extract from Treasury Management Strategy Statement and Annual 

Investment Strategy 2012/13 (approved by the Council at its meeting 
of 22nd February 2012) 

 
 
Relevant Impact Assessments 
 
Equal Opportunities Implications 
 
44. None specific. 
 
Risk Assessment 
 
45. Most of the risks in respect of LAMS are financial and these are covered 

in the report, and in particular in paragraphs 21 and 34. 
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Partnership Working and Associated Issues 
 
46. In delivering LAMS the Authority will be working with a financial partner 

(initially Lloyds Bank, but possibly further partners for later tranches) and 
will become involved in the Blaby LAMS via a Service Level Agreement. 
It is expected that partnership working on LAMS with other Districts 
within Leicestershire will follow in due course.   
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          APPENDIX 1 
 

ANNUAL STATEMENT FOR THE DETERMINATION OF THE ANNUAL MINIMUM 
REVENUE PROVISION (MRP) (AS AGREED BY THE COUNCIL AT ITS MEETING OF 22

ND
 

FEBRUARY 2012) 
 

Statutory regulations introduced in 2008 require local authorities to make prudent provision for 
the repayment of debt raised to finance capital expenditure. In addition a statement of the 
level of MRP has to be submitted to the County Council for approval before the start of the 
next financial year. 
 
Prudent Provision. 
 
The definition of what is prudent provision is now to be determined by each local authority 
based on guidance rather than statutory regulation 
 
It is proposed that provision is made on the following basis: 
 
Government supported borrowing (through the formula grant system): 
 
Retention of the pre 2003 arrangements whereby provision for repayment is based on 4% of 
outstanding debt (i.e. repayment over approximately 25 years) including an optional 
adjustment used in the transition to the new system in 2004 to avoid debt repayment being 
higher than under the previous system.  
    
Prudential (unsupported) borrowing and expenditure capitalised by direction of the Secretary 
of State and certain other expenditure classified as capital incurred after 1

st
 April 2008: 

 
Provision to be based on the estimated life of the asset to be financed by that borrowing, with 
repayment by equal annual instalments. 
 
Local Authority Mortgage Scheme (LAMS) 
 

For authorities who participate in LAMS using the cash backed option, the mortgage lenders 
require a 5 year deposit from the local authority to match the 5 year life of the indemnity.  The 
deposit placed with the mortgage lender provides an integral part of the mortgage lending, and is 
treated as capital expenditure and a loan to a third party.  The Capital Financing Requirement 
(CFR) will increase by the amount of the total indemnity when the capital expenditure is incurred.  
The deposit is due to be returned in full at maturity, with interest paid either annually or on maturity.  
Once the deposit matures and funds are returned to the local authority, the returned funds are 
classed as a capital receipt, and the Authority has the option to set the receipt aside (within the 
Capital Adjustment Account) and the CFR will reduce accordingly.  As this is a temporary (5 year) 
arrangement and the funds are due to be returned in full, there is no need to set aside prudent 
provision to repay the debt liability in the interim period, so there is no MRP application. 

However, it is considered prudent to record this approach in the MRP Policy at the outset and also 
to review this on an annual basis as the MRP policy is updated, as the financial environment and 
therefore the risk may change. 

 
Financial Implications 
 
MRP is a constituent of the Financing of Capital budget shown within Central Items 
component of the revenue budget and for 2012/13 totals £15.3m. This comprises £14.8m in 
respect of supported borrowing and £0.5m in respect of unsupported borrowing incurred since 
2008/9. 
 
The extent of unsupported borrowing required to finance the capital programme is not directly 
linked to any specific projects thus in determining the average life of assets an average of 25 
years has been taken as proxy for the average life of assets contained within the discretionary 
component of the Capital Programme. 
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         APPENDIX 2 
 
EXTRACT FROM TREASURY MANAGEMENT STRATEGY STATEMENT AND 

ANNUALINVESTMENT  STRATEGY 2012/13 (APPROVED BY THE COUNCIL AT 
ITS MEETING OF 22ND FEBRUARY 2012) 

The investment instruments identified for use in the financial year are listed below, split 
between ‘Specified’ and ‘Non-Specified’, and counterparties and their limits will be set in line 
with the criteria shown in annex 3. A ‘Specified’ investment can be generally categorised as 
one which is liquid (i.e. less than 1 year in maturity) and is lent to a counterparty with a high 
credit rating. A ‘Non-Specified’ investment does not satisfy at least one of these criteria, but in 
this Council’s case the relaxation relates to the loan period and not the credit rating – 
counterparty risk will not be compromised. It is worth noting that although the policy allows for 
investments of over 1 year, there is only one counterparty (HSBC) which currently has a 
sufficiently strong credit rating to allow lending for over 1 year to take place. 

Investment Repayment 
within 12 
months 

Level of Security Maximum Period Maximum % of 
Portfolio or 
cash sum 

(1) 

Term deposits with the Debt 
Management Office 

Yes Government- 
Backed 

1 year 100 

Term deposits with credit-
rated institutions with 
maturities up to 1 year 

Yes Varied acceptable 
credit ratings, but 
high security 

1 year 100 

Money Market Funds Yes At least as high as 
acceptable credit 
– rated banks 

Dependent on 
cash flow 

requirements 

£125m 

Term Deposits with UK Local 
Authorities up to 1 year 

Yes LA’s do not have 
credit ratings, but 
high security 

1 year 50 

* Term Deposits with credit-
rated institutions where 
borrower has option of 
extending repayment date 
beyond 1 year (commonly 
referred to as ‘callables’) 

No Varied acceptable 
credit ratings, but 
high security 

3 years
ǿ
 25† 

* Term Deposits with credit – 
rated institutions with fixed 
maturity period of between 1 
and 2 years.  

No Varied acceptable 
credit ratings, but 
high security 

2 years
ǿ
 20† 

 
 
 
 

* Term Deposits with credit –
rated institutions with fixed 
maturity period of between 2 
and 3 years. 

No Varied acceptable 
credit ratings, but 
high security 

3 years
ǿ
 10† 

 (1)  As the value of the investment portfolio is variable, limit applies at time of 
agreeing investment. Subsequent changes in the level of the portfolio will not 
be classed as a breach of any limits. 

*  Non-specified investments  
†  Total maximum of investments greater than 1 year will be limited to 40% of the 

portfolio. 
ǿ  

For the sake of clarity, if a forward deal (one where the start of the investment    
 is at some future date) is agreed, the maximum period commences on the first  
   date of investment. 

 

Local Authority Mortgage Scheme 

Under this scheme the Council will place funds of up to £10m, for a period of up 

to 5 years.  This is classified as being a service investment, rather than a treasury 
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management investment, and is therefore outside of the Specified / Non 

specified categories 


