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STATUTORY INSTRUMENTS

1996 No. 1883

The Local Authorities (Contracting Out
of Investment Functions) Order 1996

PART I
General

Citation, commencement and interpretation

1.—(1)  This Order may be cited as the Local Authorities (Contracting Out of Investment
Functions) Order 1996 and shall come into force on the day immediately following the day on which
it is made.

(2)  In this Order, “contractor” means any person to whom an authorisation is given by virtue of
Part II of this Order, and, except in article 9, includes the employees of that person.

Commencement Information
I1 Art. 1 in force at 18.7.1996, see art. 1(1)

PART II
Investments: contracting out

Interpretation of Part

2. In this Part —
“the 1988 Act” means the Local Government Finance Act 1988;(1)
F1...
“authority” means a local authority or a parish or community council;
“local authority”—
(a) in relation to England, means a county council, district council or London borough

council, the Common Council of the City of London or the Council of the Isles of Scilly;
and

(b) in relation to Wales, means a county council or county borough council.

(1) 1988 c. 41.
[DOE 0733]
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Textual Amendments
F1 Words in art. 2 omitted (1.10.2004) by virtue of The Local Authorities (Capital Finance) (Further

Consequential and Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(1)

Commencement Information
I2 Art. 2 in force at 18.7.1996, see art. 1(1)

Contracting out of functions

3. The functions of an authority relating to the investment of money may, to the extent provided
for in this Part and subject to the provisions of Part III of this Order, be exercised by, or by the
employees of, such person (if any) as may be authorised to exercise them by the authority whose
functions they are.

Commencement Information
I3 Art. 3 in force at 18.7.1996, see art. 1(1)

Scope of authorisation

4.—(1)  In this article —
F2...
“billing authority” has the same meaning as in section 144(2) of the 1988 Act (interpretation:
authorities);(2)
“collection fund” means the fund mentioned in section 89(1) of the 1988 Act (collection funds)
which a billing authority is required to maintain in accordance with Part VI of that Act (funds);
“prescribed investment” means an investment prescribed in Schedule 3 to the Local Authorities
(Funds) (England) Regulations 1992;(3) and
“securities” includes shares, stock and debentures.

(2)  [F3Subject to paragraph (2A),] a local authority may authorise a contractor to exercise any
functions consisting of, or relating to, the investment F4... of any sum for the time being held by the
authority, apart from any sum which —

(a) a contractor may be authorised by a billing authority to invest in a prescribed investment
by virtue of paragraph (3) below;

F5(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F6(c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[F7(2A)  The investment referred to in paragraph (2) must be an investment which, if made by
the local authority, would be permitted by virtue of section 12 of the Local Government Act 2003
(power to invest).]

(3)  A local authority in England which is a billing authority may authorise a contractor to exercise
any functions consisting of, or relating to, the investment in a prescribed investment of —

(2) Section 144(2), which was substituted by paragraph 81(1) of Schedule 13 to the Local Government Finance Act 1992, provides
that "billing authority" has the same meaning as in Part I of the 1992 Act.

(3) S.I. 1992/2428.
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(a) any sum paid into their collection fund which is not immediately required for the purpose
of making payments or transfers from that fund; or

(b) any sum which is transferred from their collection fund to their general fund.

(4)  [F8Subject to paragraph (4A),] a parish or community council may authorise a contractor to
exercise any functions consisting of, or relating to, the investment F9... of any sum for the time being
held by the council F9....

[F10(4A)  The investment referred to in paragraph (4) must be an investment which, if made by the
parish or community council, would be permitted by virtue of section 12 of the Local Government
Act 2003 (power to invest).]

Textual Amendments
F2 Words in art. 4(1) omitted (1.10.2004) by virtue of The Local Authorities (Capital Finance) (Further

Consequential and Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(2)(a)
F3 Words in art. 4(2) inserted (1.10.2004) by The Local Authorities (Capital Finance) (Further

Consequential and Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(2)(b)(i)
F4 Words in art. 4(2) omitted (1.10.2004) by virtue of The Local Authorities (Capital Finance) (Further

Consequential and Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(2)(b)(ii)
F5 Art. 4(2)(b) revoked (1.10.2004) by The Local Authorities (Capital Finance) (Further Consequential

and Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(2)(b)(iii)
F6 Art. 4(2)(c) revoked (1.10.2004) by The Local Authorities (Capital Finance) (Further Consequential

and Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(2)(b)(iii)
F7 Art. 4(2A) inserted (1.10.2004) by The Local Authorities (Capital Finance) (Further Consequential and

Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(2)(c)
F8 Words in art. 4(4) inserted (1.10.2004) by The Local Authorities (Capital Finance) (Further

Consequential and Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(2)(d)(i)
F9 Words in art. 4(4) omitted (1.10.2004) by virtue of The Local Authorities (Capital Finance) (Further

Consequential and Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(2)(d)(ii)
F10 Art. 4(4A) inserted (1.10.2004) by The Local Authorities (Capital Finance) (Further Consequential and

Saving Provisions) Order 2004 (S.I. 2004/2044), arts. 1, 5(2)(e)

Commencement Information
I4 Art. 4 in force at 18.7.1996, see art. 1(1)

Investment functions

5. For the purposes of article 4, the functions of an authority which consist of, or relate to the
investment of any sum (“the investment”) include the functions of —

(a) deciding the manner in which the sum concerned is for the time being to be invested, and
the identity of any bank, building society or other person or body with or in whom the
investment is to be made;

(b) entering into a contract in the course of making, disposing of, or otherwise dealing with,
the investment;

(c) reaching agreement as to the terms and conditions of the investment, including any
requirements in relation to any consideration in respect of the investment, or in relation to
the repayment or redemption of the investment;

(d) deciding the manner of disposal of the investment, and the time when, and terms and
conditions on which, the disposal of the investment is to be undertaken;
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(e) deciding, in making any decision relating to the investment, on the need for diversification
of all investments made, or to be made, by the authority;

(f) preparing and having custody of any documents relating to the investment; and
(g) making and recording any payments required to be made in making the investment, and

receiving and recording sums falling due to the authority under the investment, or on the
repayment, redemption or disposal of, the investment.

Modifications etc. (not altering text)
C1 Art. 5 applied (with modifications) (20.1.2006) by The Transport for London (Best Value)

(Contracting Out of Investment and Highway Functions) Order 2006 (S.I. 2006/91), arts. 1, 2(1)(3)

Commencement Information
I5 Art. 5 in force at 18.7.1996, see art. 1(1)

PART III
Conditions attaching to the exercise of functions

Interpretation of Part

6. In this Part, “authority”, in relation to a function and a contractor, means the local authority
or parish or community council who have authorised the exercise of the function in question by the
contractor.

Commencement Information
I6 Art. 6 in force at 18.7.1996, see art. 1(1)

Conditions attaching to the exercise of functions

7. In relation to any function which is to be specified in an authorisation given by virtue of Part
II of this Order, the authorisation shall require the person who is to be authorised to fulfil such of the
conditions specified in this Part as relate to the exercise of the function in question, and the contractor
may only exercise that function subject to the fulfilment of those conditions.

Modifications etc. (not altering text)
C2 Arts. 7-13 applied (with modifications) (20.1.2006) by The Transport for London (Best Value)

(Contracting Out of Investment and Highway Functions) Order 2006 (S.I. 2006/91), arts. 1, 2(1)(3)

Commencement Information
I7 Art. 7 in force at 18.7.1996, see art. 1(1)

Making investments

8. In relation to any function which involves the making of investments, or entering into a contract
in the making of any investment, a contractor shall have regard to —
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(a) the need for diversification of investments of sums made available to him by the authority
for investment on the authority’s behalf; and

(b) the suitability of investments or any description of investment which he proposes to make
and of any investment proposed as an investment of that description.

Modifications etc. (not altering text)
C2 Arts. 7-13 applied (with modifications) (20.1.2006) by The Transport for London (Best Value)

(Contracting Out of Investment and Highway Functions) Order 2006 (S.I. 2006/91), arts. 1, 2(1)(3)

Commencement Information
I8 Art. 8 in force at 18.7.1996, see art. 1(1)

Qualifications of contractors

[F119. In relation to any function which a contractor is authorised to exercise by the authority,
the contractor shall ensure that he and his employees are suitably qualified to make investment
decisions on the authority’s behalf and have practical experience of financial matters, including
making investments, and, without prejudice to the generality of this condition, shall ensure that he
is—

(a) an authorised person within the meaning of the Financial Services and Markets Act 2000
(“the 2000 Act”);F12...

F12(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .]

Textual Amendments
F11 Art. 9 substituted (1.12.2001) by The Financial Services and Markets Act 2000 (Consequential

Amendments and Repeals) Order 2001 (S.I. 2001/3649), arts. 1, 533
F12 Art. 9(b) and word omitted (31.12.2020) by virtue of The Local Government (Miscellaneous

Amendments) (EU Exit) Regulations 2018 (S.I. 2018/1386), regs. 1, 4(2); 2020 c. 1, Sch. 5 para. 1(1)

Modifications etc. (not altering text)
C2 Arts. 7-13 applied (with modifications) (20.1.2006) by The Transport for London (Best Value)

(Contracting Out of Investment and Highway Functions) Order 2006 (S.I. 2006/91), arts. 1, 2(1)(3)

Investment and accounting practices

10.—(1)  Subject to paragraph (2) below, a contractor shall have regard to and observe all proper
investment and accounting practices which, in relation to any function which he has been authorised
to exercise by the authority —

(a) the authority is required to observe by virtue of any enactment; and
(b) whether by reference to any generally recognised published code or otherwise, are

regarded as proper investment and accounting practices to be observed in the investing of
any sums or the keeping of accounts of local authorities.

(2)  In the event of any conflict in any respect between the practices falling within paragraph (1)
(a) above and those falling within paragraph (1)(b) above, only those falling within paragraph (1)
(a) above are to be regarded as proper practices.
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Modifications etc. (not altering text)
C2 Arts. 7-13 applied (with modifications) (20.1.2006) by The Transport for London (Best Value)

(Contracting Out of Investment and Highway Functions) Order 2006 (S.I. 2006/91), arts. 1, 2(1)(3)

Commencement Information
I9 Art. 10 in force at 18.7.1996, see art. 1(1)

Instructions of authority

11. A contractor shall comply with any instruction given by the authority in relation to any
function which he has been authorised to exercise by the authority.

Modifications etc. (not altering text)
C2 Arts. 7-13 applied (with modifications) (20.1.2006) by The Transport for London (Best Value)

(Contracting Out of Investment and Highway Functions) Order 2006 (S.I. 2006/91), arts. 1, 2(1)(3)

Commencement Information
I10 Art. 11 in force at 18.7.1996, see art. 1(1)

Information

12. In relation to any function which a contractor is authorised to exercise by the authority, the
contractor —

(a) shall take all necessary steps to ensure that all information obtained, whether from the
authority or otherwise, in the course of exercising the function in question is held, at all
times, in accordance with all relevant enactments and duties at common law regarding the
keeping and disclosure of information;

(b) subject to the provisions of Schedule 15 to the Deregulation and Contracting Out Act
1994 (restrictions on disclosure of information)(4), shall not use any such information for
any purpose apart from the purpose of lawfully exercising that function on behalf of the
authority;

(c) shall provide the authority at least once every three months with a report setting out the
action he has taken in the exercise of that function; and

(d) shall immediately comply with any written request made by the authority for the supply of
any additional information, including copies of any records made or held by the contractor,
relating to the exercise of that function.

Modifications etc. (not altering text)
C2 Arts. 7-13 applied (with modifications) (20.1.2006) by The Transport for London (Best Value)

(Contracting Out of Investment and Highway Functions) Order 2006 (S.I. 2006/91), arts. 1, 2(1)(3)

Commencement Information
I11 Art. 12 in force at 18.7.1996, see art. 1(1)

(4) 1994 c. 40.
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Assignment and sub-contracting

13. A contractor shall not make any arrangement for the exercise, whether in whole or in part, by
any other person of any function which he has been authorised to exercise by the authority, unless
that person has been authorised to exercise the function concerned under a further authorisation
given by the authority by virtue of this Order.

Modifications etc. (not altering text)
C2 Arts. 7-13 applied (with modifications) (20.1.2006) by The Transport for London (Best Value)

(Contracting Out of Investment and Highway Functions) Order 2006 (S.I. 2006/91), arts. 1, 2(1)(3)

Commencement Information
I12 Art. 13 in force at 18.7.1996, see art. 1(1)

Signed by authority of the Secretary of State for the Environment

Department of the Environment
Paul Beresford

Parliamentary Under-Secretary of State,

Signed by authority of the Secretary of State for Wales

Welsh Office
Gwilym Jones

Parliamentary Under-Secretary of State,
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