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YORKSHIRE DALES NATIONAL PARK AUTHORITY 
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Date: 8 December 2020 
  
  
Report: SUSTAINABILITY PROSPECTS FOR THE AUTHORITY’S 

INVESTMENTS 
 

 
 
Purpose of the report 
 
1. To present information on the applicability of sustainability considerations to the 

Authority’s investing activities. 
 
RECOMMENDATION 
 
2. That Members note the report. 
 
 
Strategic Planning Framework 
 
3. The information and recommendation(s) contained in this report are consistent with the 

Authority’s statutory purposes and its approved strategic planning framework: 
 

Corporate Plan objective 34: 
Plan and manage the Authority’s work so as to make the most effective use of our 
resources, including generating sufficient income to maintain expenditure at the 
same level as 2014/15 in real terms across the extended National Park area. 

  
 
Background 
 
4. At a previous meeting of this Committee, Members requested a report on the 

prospects for a sustainable approach in relation to the Authority’s investing activities. 
 

5. In its broadest sense, sustainable investment involves taking account of the 
environmental and social impacts of different economic development opportunities. 
Investment choices focus on the impact of each opportunity, and not solely on the 
financial return they offer. Such an approach is often referred to as ESG or RSI 
investing:  

 

 ESG: Environmental, Social and Governance considerations. Environmental 
aspects include an entity’s carbon and toxic waste emissions, Social aspects 
include labour management and safety, and Governance includes business ethics. 
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 SRI: Socially Responsible Investing. A variant of ESG, this includes the social 
impact of the product resulting from the investment; typical exclusions from an SRI 
approach include gambling, alcohol and tobacco businesses, because of the 
perceived detrimental effects on consumers. 

 
6. Investing sustainably can be undertaken at different levels of directness: at the ‘front 

line’, by buying equity or bond issues of particular companies (such as green energy 
producers) or infrastructure projects; ‘once removed’, by investing in a financial product 
which operates like a unit trust (where a managed fund invests in a spread of 
companies which meet predetermined ESG credentials) or – more distantly – by 
making loan finance available through the banking system for such businesses to use 
to fund their activities. 

 
7. The Authority doesn’t undertake any direct investments itself, and none of its ‘indirect’ 

investments have the primary purpose of achieving a financial return for the investor, 
the normal reason for making a financial investment. This differentiates us from an 
increasing number of more ‘standard’ local authorities, which have used the extension 
in their powers1 to invest in a wide range of opportunities (including the development of 
commercial premises) with the primary aim of increasing their income.   

 
8. However, we do participate in three areas which involve investing activities, albeit that 

the mechanisms are not – in two out of three cases – controlled by us. These are: 

 short-term cash deposits, invested on our behalf by North Yorkshire County 
Council, in support of our Treasury Management Strategy; 

 the investment of pension contributions, via the North Yorkshire Pension Fund; 

 our Sustainable Development Fund (SDF). 
 
9. This paper considers each of these activities in turn, and includes feedback from our 

constituent local authorities and the English NPAs. 
 
 
Treasury Management: short term investment of Cash Balances 
 
10. Treasury management investment by local authorities involves the temporary 

investment of working capital, which translates roughly as ‘cash in the bank’.  
Note that this is not the same as long-term investing with the primary purpose of 
generating income, which a number of local authorities now undertake following the 
extension of their legal powers to trade. We don’t do this, partly because we lack the 
opportunities and expertise to do so (for example, we don’t have the local economic 
development mandate of a district or county council), but mainly because our approach 
is to expend income on delivering our Statutory purpose and the Management Plan, 
rather than squirreling it away in investments. If we were to be in a position to make 
long term financial investments (and had the appetite to do so), that could prove 
counterproductive in our discussions with Defra about the importance of maintaining 
their grant funding for the Authority. 

 
11. Treasury management investment has three objectives, in the following order of 

decreasing priority: 

                                            
1
 Under the 2011 Localism Act, local authorities were granted the “general power of competence”, giving a council the 

legal capacity to do anything that an individual can do that is not specifically prohibited. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/5959/1896534.pdf
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 Security: we need to ensure that the risk of the entity being ‘invested in’ going bust 
is minimal, so we aren’t at risk of losing our money. 

 Liquidity: investment arrangements need to allow us to get at our cash whenever 
we need it (so locking it up in long-term investments would be inappropriate). 

 Yield: how much interest is earned (this is less important than the first two). 
 
12. Investment return is not the primary concern, although maximising it within the 

constraints of the other two objectives is clearly important. This is captured within the 
Authority’s Treasury Management Strategy, which in turn follows CIPFA’s Treasury 
Management in the Public Services: Code of Practice and Cross Sectoral Guidance 
Notes 2018. 

 
13. Our treasury management ‘investment’ activity is undertaken on our behalf by the 

North Yorkshire County Council, through a Service Level Agreement which sees the 
pooling of temporary surplus cash balances from a number of local authorities across 
the region. Cash is deposited mainly across a spread of AAA-rated (= highest credit 
rating) national and international banks and building societies, local authorities and 
government entities. This earns us some interest (at rates that are above the Bank of 
England base rate), but the arrangement is primarily about security and access to 
capital. 

 
14. The ‘security’ point needs underlining: loss of our working capital would have a 

devastating effect on our ability to operate. NYCC’s treasury management department 
undertakes active monitoring of the credit-worthiness of all the entities with which it 
places deposits. The current list of such entities is attached as an Appendix, and – as 
can be seen – is a fairly restricted one, because of this security objective. 

 
15. It’s worth distinguishing between the risk to capital faced by organisations like the 

Authority, and that faced by individuals. Cash deposits (~ investments) made by 
individuals are protected against the collapse of the deposit taker by the Financial 
Services Compensation Scheme to a current value of £85k per UK-regulated 
institution. The magnitude of this protection would be of little use to the Authority (our 
cash holdings can exceed £2.5m at certain times in the annual business cycle), even 
assuming we qualified. So the pooled investment process operated by NYCC is 
perhaps best seen as a case of not having all our eggs in one basket. 

 
16. At present, none of this short/medium term cash investment activity has any 

‘sustainability’ bias. This feature is common to those English NPAs and the constituent 
local authorities (Craven, Richmondshire and South Lakeland District Councils; North 
Yorkshire and Cumbria County Councils; Broads, Dartmoor and South Downs NPAs) 
which responded to our request for information, all of which cited the fundamental 
objectives of treasury management as the driver for their approach. Because the 
majority of deposits are placed with commercial banks, the actual business activity 
which eventually uses this capital (whether public or private sector) is at least ‘once 
removed’ from NYCC’s influence over the ultimate investment decision, but is in 
accordance with whatever strategy is followed by each bank. We could engineer an 
arrangement that would see us earn no interest income  removing the apparent risk 
that we were indirectly involved in unsustainable development of some form. But that 
would be naive: banks would still use our cash for investment purposes according to 
their own criteria, just that they wouldn’t be sharing the returns with us. 
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17. This difficulty over the end user of capital invested, and the sustainability of their 
activities, extends beyond banks. Appendix A includes the prospect of lending to  
credit-worthy local authorities, but there is currently no way of monitoring how ‘green’ 
(~sustainable) those local authorities are, either in terms of their operations or the 
policies they pursue: there are likely to be examples where some economic 
development agendas have the potential to cause environmental damage. 

 
18. The investment team at NYCC is now starting to look at sustainability, and whether 

there may be opportunities to invest in treasury products that have a more active 
sustainability outcome. There are already certain products in existence that might 
present such opportunities. For example, Lloyds Bank offers a Sustainability 95 Day 
GBP Notice Account 2, and Standard Chartered Bank offer products within their Green 
& Sustainable product framework, which covers the range of typical ‘investment 
exclusions’, from tar sand exploitation through to conflict minerals (though it may be 
that the period for which in investor is required to lock in their money makes such 
products unsuitable for treasury management purposes). 

 
 
Pension Fund Investments 
 
19. The Authority pays regular contributions to our Local Government Pension Fund (North 

Yorkshire Pension Fund; NYPF), which then invests them to fund accumulating 
pension entitlements. For 2020/21, the value of these payments will be approximately 
£840k, of which 70% comprises employer contributions and 30% is deducted from 
employees pay. 

 
20. Like all LGPS managers, NYPF’s primary purpose (~obligation) is to maximise 

investment returns to ensure that employee’s accrued pension rights can be met, by 
having sufficient value in the Fund. Where it is established that the fund value is too 
low, contribution rates – normally for employers, but potentially for employees too – 
increase; this happens in line with a sequence of triennial revaluations of each fund’s 
assets and liabilities.  

 
21. This creates some challenges when seeking to direct investment for any reason other 

than maximising return. The pension fund is not really an asset ‘owned’ by the 
Authority in a normal sense (its value really belongs to employees and pensioners; it 
isn’t an ‘asset’ we hold to help us deliver our objectives), so care is needed to avoid 
using the fund to achieve some aim for which it wasn’t intended, regardless of how 
worthwhile that aim might be. This ‘ownership’ assertion needs a hefty qualification, 
because the Authority’s share of the NYPF assets and liabilities does actually sit on its 
balance sheet. However, because the Authority has committed to provide employees 
with set amounts of accrued pension, this accounting treatment obliges us to recognise 

                                            
2
 This product is Bank of England base rate-linked, and deposits are covered by the FSCS limit. Sustainability in this 

context means [1]. Energy efficient real estate lending where (a) Commercial Properties, including office, industrial, 
retail, hospitality, and university campus buildings, obtain either minimum of BREEAM Very Good (provided a minimum 
score of 70% is achieved in the energy category), or EPC rating of B or higher (b) Residential properties obtain EPC 
rating of B or higher [2]. Renewable energy lending for projects in the UK and abroad (a) Offshore wind farms and 
transmission assets (b)  Onshore wind farms (c) Solar energy (d) Tidal energy [3]. Lending to SMEs located in the 30% 
most economically disadvantaged areas in the UK [4]. Lending to healthcare providers located in the 30% most 
economically disadvantaged areas in the UK 
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our contractual obligation to make up the difference between the value of assets in the 
fund and its liabilities.  

 
22. In practical terms, this means that where investment returns are poor (perhaps as a 

result of restricting investment to a more limited population of investment opportunities, 
for example, only those deemed to be sustainable), the result comes back to bite the 
employer, in the form of higher future contribution rates. 

 
23. So much for the background. In reality, things are not quite so black and white (or 

negative), and progress is afoot to move things in a sustainability direction, albeit 
bearing in mind the above constraints. 

 
24. NYPF is now a member of a regional LGPS investment partnership, Border to Coast 

(BtC), which directs investment activity on behalf of twelve individual pension funds 
across the north of England (including Cumbia and North Yorkshire) and beyond. BtC 
has already made considerable progress in developing its approach to sustainable 
investing, full details of which can be found at 
https://www.bordertocoast.org.uk/sustainability/. This link gives access to two key 
documents: BtC’s Responsible Investment Policy (which replicates NYPF’s own policy 
on the same issues), and their now-annual report on Responsible Investment; both 
demonstrate adoption and application of ESG principles. Members with a particular 
interest in this issue are strongly recommended to view these documents, which give a 
clear picture of how BtC approaches the balancing act of ESG investing whilst 
simultaneously avoiding compromising investment returns. 

 
25. Other local authority pension funds are also following a similar agenda, though with 

some having made more progress than others. The Brunel regional LGPS partnership, 
which invests on behalf of pension funds in the south west of England (and so covers 
Exmoor and Dartmoor NPAs) has recently won a national award for its ESG approach 
(see https://www.brunelpensionpartnership.org/2020/06/30/brunel-partnership-wins-
pension-fund-of-the-year-at-sustainable-investment-awards/ ) But it’s important to 
understand that the Brunel partnership is following that path because of pressure from 
its constituent pension funds. NYPF (and our other regional partners) are likewise 
pushing BtC in this direction, being encouraged in turn by the employers participating 
in their Funds, including this Authority.  

 
 
The Sustainable Development Fund: B4RN investments 
 
26. The Authority’s Sustainable Development Fund (SDF) provides grants for local projects 

that bring economic, social and environmental benefits to the National Park, thereby 
contributing to Management Plan objectives.  

 
27. A significant proportion this spending is investment to improve the sustainability of 

various forms of infrastructure, including community premises. As such, this doesn’t 
constitute financial investment that has the potential to benefit the Authority, with the 
notable exception of our funding for Broadband for the Rural North (B4RN). 

 
28. Over the past four years, SDF monies have been used to fund the roll out of superfast 

fibre broadband across the west of the Park, under a process developed and delivered 
by B4RN; the investments provide the working capital needed to catalyse each phase 

https://www.bordertocoast.org.uk/sustainability/
https://www.brunelpensionpartnership.org/2020/06/30/brunel-partnership-wins-pension-fund-of-the-year-at-sustainable-investment-awards/%20)
https://www.brunelpensionpartnership.org/2020/06/30/brunel-partnership-wins-pension-fund-of-the-year-at-sustainable-investment-awards/%20)
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on development, which is then repaid through service-user charges. Initially, this 
investment was by way of time-bound interest-bearing loans, but now involves the 
purchase of redeemable interest-bearing shares. The value of these investments 
(including accrued interest) stood at £146.7k at the end of the 2019/20 financial year, 
to which we have since added a further £20k of investment. 

 
29. The B4RN investments are the nearest that the Authority gets to a more traditional 

definition of investment activity: as the investments mature, we will see both a return of 
capital and a receipt from interest earnings accumulated over the life of each 
investment. However - being unsecured - none of these investments come with an 
absolute guarantee of repayment, either of capital or interest, so we are managing that 
risk by a matching the total value of these investments earmarked reserve. So in the 
unlikely situation that repayment was problematic, the impact would be limited to a 
reduction in the level of this earmarked reserve, rather than to other committed 
operational budgets. As these investments mature and the capital is repaid, the 
earmarked reserve will be released to support future spending. 

 
30. However, we are not investing in B4RN with the primary objective of creating a return, 

but for the sustainability benefits this brings to our communities, including their ability to 
support services for visitors.  

 
 
Conclusions 
 
31. Of the three forms of investment identified in this report, two at least are in or heading 

towards a satisfactory place from a sustainability point of view: the B4RN investments 
are uncomplicated, and the direction of travel of Pension Fund investing is clearly 
positive.  

 
32. There is a theoretical risk that the application of ESG principles to pension fund 

investment may result in lower returns than otherwise, simply because the pool of 
potential investments is that much smaller, and some of the most profitable 
investments are likely to be outside this pool. Whether that risk is real or not will 
emerge over time, but proponents of the ESG approach argue that – long term – only 
those businesses with sustainability considerations at the heart of their operations will 
be successful: their prospects for future viability are good and they benefit from 
positive investor sentiment in relation to ESG. The falling value of multinational fossil 
fuel businesses over recent years is interpreted by many commentators as evidence of 
these effects. 

 
33. Short(-ish) term cash investment for treasury management purposes doesn’t as yet 

have a clear link to the sustainability agenda, primarily because this activity isn’t 
undertaken for investment purposes, but to maintain security and liquidity of working 
capital. Its short-term nature doesn’t lend itself to direct investment in businesses. This 
position is common to all those Authorities which responded to our request for 
information. NYCC, which invests our cash in – primarily – short to medium term bank 
deposits, is starting to think about whether there may be opportunities in this direction, 
but it’s a complex field, where extreme caution needs to be observed to ensure that the 
core purposes of treasury management aren’t compromised. 
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34. For this Authority, continuing with the arrangement with NYCC makes sense (as does 
continuing to ask questions about whether sustainability could feature on the cash 
investment menu): we don’t have the officer time to undertake the necessary 
investment processes ourselves, particularly as that would require due diligence work 
and ‘live’ credit management and review. Were we to move our money into products 
with more of an ESG flavour and on our own initiative, we would need to maintain an 
adequate spread of investments to manage the exposure risk (i.e. failure of a particular 
investment); the NYCC approach allows us to share our working capital out across a 
range of products.  

 
35. For liquidity reasons we would continue to need to keep the majority of our cash in 

near-instant access products. If we were to undertake our own investment activity, that 
would most likely see us using the same banks as does NYCC, but receiving a poorer 
interest rate, because we would no longer benefit from the economies of scale of that 
pooling arrangement.   

 
36. The current rate of return on short to medium term cash investments is not sufficiently 

high to cover the extra staff time that would be needed to deliver our own ESG 
investing approach, were we to develop one (and ESG-focused cash investment 
returns are in any case likely to be lower). Such an approach – at least in the current 
financial climate - would risk becoming a loss-making exercise, which in turn has 
implications for the Authority when its processes are examined in the context of ‘value 
for money’. For this reason and those noted above, this report doesn’t conclude with a 
recommendation to abandon the NYCC arrangement and ‘go it alone’. 

 
 
Richard Burnett 
Director of Corporate Services / Treasurer 
 
20 November 2020 
 
 
Background documents: 
Budget 2020/21 (this contains the Authority’s current Treasury Management Strategy); 
Authority, 31 March 2020 
 
 
 
 
 
 

  



36 
 

APPENDIX 

Approved Lending List  
 
Maximum sum invested at any time (the overall total exposure figure covers both Specified 
and Non-Specified investments) 

 Country Specified 
Investments 
(up to 1 year) 

Non-Specified 
Investments 

(> 1 year £20m 
limit) 

Total 
Exposure 

£m 

Time 
Limit  

Total 
Exposure 

£m 

Time 
Limit  

UK "Nationalised" banks / UK banks with UK 
Central Government involvement 

Royal Bank of Scotland PLC (RFB) GBR 
75.0 365 days - - 

National Westminster Bank PLC (RFB) GBR 

UK "Clearing Banks", other UK based banks and 
Building Societies 

Santander UK PLC (includes Cater 
Allen) 

GBR 
60.0 

6 months - - 

Barclays Bank PLC (NRFB) GBR 
75.0 

3 months 
- - 

Barclays Bank UK PLC (RFB) GBR 6 months 

Bank of Scotland PLC (RFB) GBR  

60.0 

365 days 
 

- 

 

- 
Lloyds Bank PLC (RFB) GBR 

Lloyds Bank Corporate Markets PLC 
(NRFB) 

GBR 6 months 

HSBC Bank PLC (NRFB) GBR 
30.0 365 days - - 

HSBC UK Bank PLC (RFB GBR 

Goldman Sachs International Bank GBR 60.0 3 months - - 

Sumitomo Mitsui GBR 30.0 6 months - - 

Standard Chartered Bank GBR 60.0 6 months - - 

Handlesbanken GBR 40.0 365 days - - 

Nationwide Building Society GBR 40.0 6 months - - 

Leeds Building Society GBR 20.0 3 months - - 

 

High Quality Foreign Banks 

National Australia Bank AUS 30.0 365 days - - 

Commonwealth Bank of Australia AUS 30.0 365 days - - 

Toronto-Dominion Bank CAN 30.0 365 days - - 

Credit Industriel et Commercial FRA 30.0 6 months - - 

Landesbank Hessen-Thueringen 
Girozentrale (Helaba) 

GER 30.0 365 days - - 

DBS (Singapore) SING 30.0 365 days - - 

Local Authorities 

County / Unitary / Metropolitan / District 
Councils 
Police / Fire Authorities 

National Park Authorities 

20.0 365 days 5.0 2 years 

20.0 365 days 5.0 2 years 

20.0 365 days 5.0 2 years 

Other Deposit Takers 

Money Market Funds 20.0 365 days 5.0 2 years 

Property Funds 5.0 365 days 5.0 10 years 

UK Debt Management Account 100.0 365 days 5.0 2 years 

 

 


