Summary of Appendices

Appendix 1 — Adoption of the revised CIPFA Code of Practice on
Treasury Management

The CIPFA Code of Practice on Treasury Management in Local Authorities was
adopted by full Councit in February 2002. The Code has been revised recently in
light of the default by lcelandic banks in 2008 and the Council is required to adopt
four amended clauses and a revised Treasury Policy Statement.

Appendix 2 — Prudential Indicators

The Local Government Act 2003 and supporting regulations requires the Councit to
have regard to the CIPFA Prudential Code and the CIPFA Treasury Management
Code of Practice to set Prudential and Treasury Indicators for the next three years to
ensure that capital investment plans are affordable, prudent and sustainable. The
capital programme for the next five years has been used as a basis for calculating
that the Council will use up to 5% (previously 3%} of council tax to fund prudential
borrowing.

Appendix 3 — Annual Investment Strategy

The Council is required, under CIPFA's Treasury Management Code of Practice to
formulate an Annual Investment Strategy each year which requires approval by full
Council. The Annual Investment Strategy confirms the Council’s investment priorities
as the security of capital and the liquidity of its investments.

Appendix 4 — Minimum Revenue Provision (MRP) Statement

This shows the Council's policy on its annual Minimum Revenue Provision. The
broad aim of a prudent provision is to ensure that debt is repaid over a period that is
either reasonably commensurate with that over which the capital expenditure
provides benefits, or, in the case of borrowing supported by Government Revenue
Support Grant, reasonably commensurate with the period implicit in the
determination of that grant.

Appendix § —~ Council’'s Approved Lending List

This schedule details Shropshire Councit’s latest lending list and where the Councils
funds were invested on 31 January 2010. The list is monitored continuously and
formally updated monthly. Any additions to the list must be approved by the Director
of Resources.

Appendix 6 — Calculation of Prudential Indicators

Schedules 1 to 7 provide details of how all of the Prudential Indicators included within
the Treasury Strategy have been calculated.
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Appendix 1

Adoption of the revised CIPFA Treasury Management Code of Practice
2009

The CIPFA Code of Practice on Treasury Management in Local Authorities was last
updated in 2001 and has been revised in 2009 in the light of the default by lcelandic
banks in 2008. The revised Code requires that a report be submitted to the Council
setting out four amended clauses which should formally be passed in order to
approve the adoption of the new version of the Code of Practice and Cross - Sectoral
Guidance Notes. -

The revised Code has also set out various requirements which have been
summarised in paragraph 2 of the Treasury Strategy 2010/11.

Resolutions

CIPFA recommends that the Council adopt as part of their standing orders, financial

_regulations, or other formal policy documents appropriate to their circumstances, the
following four clauses:-

1. The Council will create and maintain, as the cornerstones for effective
treasury management;

e A treasury management policy statement, stating the policies,
objectives and approach to risk management of its treasury
management activities.

e Suitable freasury management practices (TMPs), sstting out the
manner in which the Counci will seek to achieve those policies and
objectives, and prescribing how it will manage and control those
activities.

The content of the policy statement and TMPs will follow the
recommendations contained in Sections 6 and 7 of the Code, subject only to
amendment where necessary to reflect the particular circumstances of the
Council. Such amendments will not result in the Council materially deviating
from the Code’s key principles. '

2. This Council will receive reports on its treasury management policies,
practices and activities including, as a minimum, an annual strategy and plan
in advance of the year, a mid year review and an annual report after its close,
in the form prescribed in its TMPs. '

3. The Council delegates responsibilities for the implementation and regular
monitoring of its treasury management policies and practices to full Council,
and for the execution and administration of treasury management decisions to
the Director of Resources, who will act in accordance with the Council's policy
statement and TMPs and CIPFA’s Standard of Professional Practice on
Treasury Management.

4. The Council nominates Strategic Overview & Scrutiny Committee to be
responsible for ensuring effective scrutiny of the treasury management
strategy and policies. :

Contact: Laura Rowley on (01743) 252007
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Treasury Management Policy Statement

The revised Code also includes an amended version of the treasury managemerit
policy statement incorporating the following three clauses which includes a revised
definition of treasury management activities.

1.

The Council defines its treasury management activities as “The management
of the authority’'s investments and cash flows, its banking, money market and
capital market fransactions, the effective control of the risks associated with
those activities, and the pursduit of optimum performance consistent with those
risks”.

The Council 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. Accordingly, the analysis and
reporting of treasury management activities will focus on their risk implications
for the Council.

The Council 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 value for money in treasury
management, and employing suitable comprehensive performance
measurement techniques, within the context of effective risk management.

Contact: Laura Rowley on (01743) 252007
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Prudential Indicators

Appendix 2

Non HRA ratio of financing 9.9 11.6 12.8 14.2
costs to net revenue stream
HRA ratio of financing costs 15.4 15.3 15.0 - 14.8

to HRA net revenue stream

Non HRA ratio of financing
costs (net of investment
income) to net revenue
stream '

. 20104 20111
Estimates of impact of Capital Investment decisions in £p
the present capital programme
Cost of capital investment decisions funded from 20.50 39.72 56.05
re-direction of existing resources (Band D, per annum)
Cost of capital investment decisions funded from increase 0 0 0
in council tax (Band D, per annum)
Cost of capital investment decisions funded from an 0 0 0
increase in average housing rents per week
Total 20.50 39.72 §6.05
Net Borrowing & Capital £m £m £m £m £m
Financing Requirement: ‘
Gross Borrowing 251 280 310 334 346
Investments 60 149 150 1560 150
Nst Borrowing 191 131 160 184 196
Non HRA Capital Financing 253 279 310 335 354
Requirement
HRA Capital Financing N/A 1.2 1.2 1.3 1.3
Requirement

Non HRA Capital expenditure

119

HRA Capital expenditure

*Shropshire County Council only

Contact: Laura Rowley on (01743) 252007
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-Prudentialilndicator_ 2011712 [ 201213
External Debt ' : £m £ m £m
Authorised Limit for External Debt: :

Borrowing 458 475 494
Other long term liabilities 46 : 47 49
Total 504 522 543

ential Indicato

External Debt

Operational Boundary: .

Borrowing 401 419 439
Other long term liabilities 20 21 22
Total 421 440 461

External Debt

Borrowing
Other long term liahilities

Total

*Shropshire County Councif only

Prudential Indicator number 13 - The Local Authority has adopted the CIPFA Code of
Practice for Treasury Management in Public Services. Shropshire County Councii
adopted the original 2001 Code in February 2002. Shropshire Council will adopt the

revised Code in February 2010.

_Prudential Indicato 2010/41° | 20412 | 2012/13.
Borrowing Limits
£m £m £m
Upper Limit for Fixed Interest Rate Exposure 401 - 419 439
Upper Limit for Variable Interest Rate Exposure 200 208 218
Lower Limit for Fixed Interest Rate Exposure 201 210 220
L.ower Limit on Variable Interest Rate Exposure 0 0 o

.Prudential indicato

Investment Limits

£m £m £Em
Upper Limit for Fixed Interest Rate Exposure 225 225 225
Upper Limit for Variable Interest Rate Exposure 225 225 225
Lower Limi¢ for Fixed Interest Rate Exposure 0 0 0
Lower Limit on Variable Interest Rate Exposure 0 0 0

Contact: Laura Rowley on (01743) 252007
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Maturity Structure of Fixed Rate Borrowing During 2010/11

Under 12 months

12 months & within 24 months
24 months & within 5 years

5 years & within 10 years

10 years & above

i3

16
16
45
75
100

tn
Joooco

** Internal limit is to have no more than 15% of total outstanding debt maturing in any
one financial year.

stment Limits

£m £m £m
Upper Limit for Total Principal Sums Invested for over 364
days: ’
Externally Managed (if appointed in 2010/2011) 30 30 30
internally Managed 40 40 40

Contact: Laura Rowley on (01743) 252007
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Appendix 3
The Council’s Annual Investment Strategy

Under the revised CIPFA's Treasury Management Code of Practice 2009, the
Council is required to formulate a strategy each year regarding the investment of its
revenue funds and capital receipts. From 2004-05 onwards the requirements of the
Treasury Management Code have been supplemented by guidance from the
Communities and Local Government (CLG) and any revisions to that guidance.
Authorities are required to take the guidance into account under the terms of section
12 of the Local Government Act 2003. In addition, the Council has regard to the
Audit Commission’s report on [celandic investments.

The income and expenditure flow of the Council is such that funds are temporarily
available for investment. Under the Annual Investment Strategy the Council may use
for the prudent management of its treasury balances any of the investments
highlighted under the headings of Specified Investments and Non-Specified
investments as detailed on the attached table (Appendix 3A).

Creditworthiness Policy

The Council uses the creditworthiness service provided by its treasury advisor,
Sector Treasury Services. Previously the Council set minimum long term, short term,
individual and support credit ratings for its specified and non specified investments
based on information supplied by Sector from two of the three credit rating agencies
Fitch and Moody's. However, following the problems with [celandic Banks and the
issue of the revised CIPFA Code of Practice on Treasury Management the Council is
now required to use ratings from all three credit rating agencies and must not solely
rely on an institutions credit rating when considering placing an investment, In light
of this, Sector has been progressively enhancing their service over the last year and
now uses a sophisticated modelling approach with credit ratings from all three rating
agencies Fitch, Moody’s and Standard and Poor's. In addition, in line with the
revised Treasury Management Code of Practice 2009, it does not rely solely on the
current credit ratings of counterparties but also uses the following overlays:-

Credit watches and credit outlooks from credit rating agencies.
Credit Default Swap (CDS) spreads to give an early warning of likely
changes in credit ratings.

e Sovereign ratings to select counterpartiés from only the most creditworthy
countries.

This modelling approach combines credit ratings, credit watches, credit outlooks and
CDS spreads in a weighted scoring system for which the end product is a series of
colour code bands which indicate the relative creditworthiness of counterparties.
These colour codes are also used by the Council to determine the duration of
investments and are therefore referred to as durational bands. The Council is
satisfied that this service now gives a much improved level of security for its
investments. ltis also a service which the Councit would not be able to replicate
using in house resources.

The selection of counterparties with a high level of creditworthiness will be achieved
by a selection of institutions down to a minimum durational band with Sector's weekly
credit list of worldwide potential counterparties. The Council will therefore use
counterparties within the following durational bands:-

Contact: Laura Rowley on (01743) 252007
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Purple - 2yrs (Council currently has maximum of 1 year)

Biue - 1 year (only applies to nationalised or part nationalised UK Banks)
Orange - 1 year

Red - 6 months

Green - 3 months

No colour — not to be used

The Sector creditworthiness service uses ratings from all three agencies, but by
using a scoring system, does not give undue over reliance o just one agency's
ratings.

Monltormg of Credit Ratings

All credlt ratings will continue fo be momtored contmuously and formally updated
monthly. The Council is alerted to interim changes in ratings by Sector Treasury
Services.

If a counterparty’s or investment scheme’s rating is downgraded with the result that it
no longer meets the Council's minimum criteria, the further use of that counterparty
will be withdrawn immediately. If a counterparty is upgraded so that it fulfils the
Councils criteria, its inclusion will be considered for approval by the Director of
Resources.

In addition to credit ratings the Council will be advised of information in movements in
CDS against the iTraxx benchmark and other market data on a weekly basis.
Extreme market movements may result in the downgrade of an institution or the
removal from the Council's lending list.

Sole reliance will not be placed on the use of this external service. in addition, the
Council will monitor the financial press and also use other market data and
information e.g. information on government support for banks and the credit ratings
of that government support.

Country Limits

I is recommended that the Council will only use approved counterparties from
countries with a minimum sovereign credit rating of AA- from Fitch Ratings (or
equivalent from other agencies). However, following the problems with |celandic
Banks lending is currently restricted to the UK only which has the highest possible
sovereign credit rating of AAA. The Director of Resources has delegated authority
to revert back to placing investments in countries with a minimum sovereign credit
rating of AA- in line with Sector’s revised creditworthiness policy if required.

Contact: Laura Rowley on (01743) 252007
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Security of Capital

Following the market turmoil over the last year and problems with Icelandic Banks,
the Council's current policy is to not place investments with any Foreign banks or
AAA rated Money Market Funds. Lending to Foreign banks which comply with
Sectors creditworthiness policy or AAA rated Money Market Funds may be
considered again but only with the express approval of the Director of Resources.
Also with security and liquidity of capital being the main priority, an account was set
up with the UK Debt Management Office, a counterparty with the highest level of
security, as deposits placed are effectively with the UK Government.

In addition, in order not to solely rely on an institutions credit ratings there have also
been a number of other developments which require separate consideration and
approval for use:

Nationalised and Part Nationalised banks in the UK effectively take on the
creditworthiness of the Government itself i.e. deposits made with them are effectively
being made to the Government therefore they have been assighed an F1+ short term
rating and a support rating of 1 both of which are the highest ratings possible.
However, as they are no longer separate institutions in their own right the credit
ratings agencies cannot assign them an individual rating for their stand alone
financial strength. For this reason Lloyds TSB, Royal Bank of Scotland (RBS) and
National Westminster Bank which are part of the RBS Group are included on the
approved counterparty list.

A UK banking system support package (implicit guarantee) has been put in
place to ensure the security of the UK banking system by supporting the following
banks with a £500 billion support package:-

Abbey (Now Santander UK)

Barclays

Halifax Bank of Scotland (HBOS)

Lloyds TSB

HSBC

Nationwide Building Society

Royal Bank of Scotland

Standard Chartered Bank

Although the UK Government has not given a blanket guarantee on all deposits
placed with these institutions this additional support provides extra security meaning
that credit ratings alone are not relied upon. With the exception of Standard
Chartered Bank and HBOS as they have now been taken over by the Lloyds Banking
Group all of the institutions listed above meet the Council’s creditworthiness policy so
can therefore be included on the approved lending list.

Contact: Laura Rowley on (01743) 252007
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Blanket (explicit) Guarantees on alf deposits have been given by some countries
in order to support their banking system e.g. lreland and Singapore. Therefore, the
country’s sovereign rating may take precedence over the individual credit ratings for
the banks covered by that guarantee. For this reason, in addition to credit ratings our
treasury advisor now also include each country's sovereign ratings on their monthly
credit rating lists. Other countries are also providing implicit guarantees for their
banking systems. The US, countries within the EU and Switzerland are currently
providing major support packages to their banking systems. Again due to this
additional government support the authority may consider placing deposits with
institutions covered by these guarantees following approval from the Director of
Resources.

Local Authorities are not credit rated but where the investment is a straightforward
cash loan, statute suggests that the credit risk attached to local authorities is an
acceptable one (Local Government Act 2003 s1 3) Local Authorities are therefore
included on the approved list.

The current list of approved organisations has been approved by the Director of
Resources and is attached at Appendix 5. The total permitted investment in any one
organisation at any one time varies with the strength of the individual credit rating.
For the highest rated and Part Nationalised Institutions the maximum amount is
currently limited to £20m. Any changes to the maximum {imit must be approved by
the Director of Resources.

CDPM (Now DCLG) Guidance

Guidance from the ODPM requires Councils to give priority to the security and
liquidity of investments over yield whilst still aiming to provide good returns. This is in
fine with the Council's current practice and it is recommended that the policy should
be reaffirmed.

The guidance also requires Councils to categorise their investments as either ‘
“specified” or “non-specified” investments. |

(i) Specified investments

Specified investments are deemed as “safer” investments and must meet certain
conditions, ie they must :-

- be denominated in sterling
- have less than 12 months duration
- not constitute the acquisition of share or loan capital

- either: be invested in the UK government or a local authority .
or a body or investment scheme with a “high” credit quatlity.

The Council is required to specify its creditworthiness policy and how frequently
credit ratings should be monitored. It must also specify the minimum level of such
investments.

Contact; Laura Rowley on (01743) 252007
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Of the investments currently authorised by the Council, deposits in the Debt
Management Office Account and with other Local Authorities automatically qualify as
specified investments as they are of less than 12 months duration and are
denominated in sterling.

The classification of the other investments is dependent on the counterparty having a
high credit rating in line with Sector’s creditworthiness policy. The Council is alerted
to any changes in an institutions credit rating by Sector Treasury Services.

(i) Non Specified Investments

The Council is required to look at non-specified investments in more detail. It must
~ set out:

- procedures for determining which categories of non-specified investments should
be used '

- the categories deemed to be prudent

- the maximum amount to be held in each category

The Strategy must also set out procedures for determining the maximum period for
committing funds,

It is recommended that the following procedure be adopted for determining which
categories of non-specified investments should be used:

- the Cabinel/Council should approve categories on an annual basis
- advice should be provided by the Director of Resources
- priority should be given to security and liquidity ahead of yield

It is recommended that for specified investments the range of maximum limits is set
between £4m and £20m for the internal treasury team. For non specified
investments it is recommended that the limit for the internal treasury team should be
restricted to £40m of the total investment porifolic. Any changes to the maximum
limits must be approved by the Director of Resources.

Temporary Investment Strategy

The next financial year is expected to see investment rates continue to be at
historically low levels. The Bank Rate has remained at 0.50% since March 2009. It is
not expected to rise to 0.75% until the third quarter of 2010, It is expected to end the
financial year at 1.50% following a further 0.25% rise in December 2010 and a 0.50%
rise in March 2011, There is a downside risk to these forecasts if recovery from
recession proves to be weaker and slower than currently expected. This view is
based on the latest forecasts obtained by the Authority’s treasury advisor, Sector
Treasury Services. a

If an external fund manager is appointed in 2010/2011 they would also have to
adhere to the authorised specified and non-specified investments on the attached
table. They would also have to comply with the Council's Annual investment
Strategy and their agreement must stipulate guidelines and other limits in order to
contain and control risk.

Contact: Laura Rowley on (01743) 252007
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Short term cash flow requirements limit the scope for longer term investments for the
in-house treasury team, but the market is continually monitored for opportunities to
lock in to higher, longer term rates in order to bring some stability to the returns going
forward and add value. However, based on the interest rate assumptions outlined
above, we do not expect to lock into longer term deals while investment rates are
down at historically low levels unless exceptionally attractive rates are available
which make longer term deals worthwhile. '

For the cash flow generated balances, we will seek to utilise business reserve/instant
access accounts and short dated deposits (1-3 months) in order to benefit from the
compounding of interest.

The present strategy is to diversify investments so as to spread risk over a range of
investment types and periods and provide the opportunity to enhance returns. Due to
the current lending restrictions in place diversification has been some what reduced
due to the reduction in the number of institutions which we can lend to however, by
taking this course of action the credit risk has been reduced. The current portfolio is
set out in paragraph 34 of the Treasury Strategy 2010/11 report. The amounts held
as at the 31 January 2010 are also shown against each institution in Appendix 5 for
information. Performance of the in-house operation will continue to be monitored on
a quarterly basis by your officers in conjunction with the treasury advisor.

in December 2007, Council approved that dollar denominated deposits could be held,
on behalf of West Mercia Supplies (WMS) only. This was so the cost of ordering
goods from overseas could be minimised. The schedule of specified/non specified
investments allows WMS funds only to be placed in US dollars. No Council funds are
permitted to be placed in US dollars.

All investments will continue to be made in accordance with the Local Government
Act 2003, and with those institutions on the authorised lending list. The credit status
of institutions on the approved list is monitored continuously.

At the end of the financial year, the Council will report on its investment activity as
part of its Annual Treasury Report.

Policy on the use of external service providers

The Council currently uses Sector Treasury Services as its external treasury
management advisers. The Council recognises that the responsibility for treasury
management decisions remains with the Council at all times and will ensure the
undue reliance is not placed upon our external service providers. The Council also
recognises that there is value in employing external providers of treasury
management services in order to acquire access to specialist skills and resources.
The Council will ensure that the terms of their appointment and the methods by which
their value will be assessed are properly agreed and documented and subjected to
review.

Contact: Laura Rowley on (01743) 252007
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Scheme of Delegation
Full Council

« Approval of Treasury Strategy.

« Receiving and reviewing reports on treasury management policies, practices
and activities including the Annual Treasury Report and Mid Year Report.

* Budget consideration and approval

Cabinet

+ Receiving & reviewing Treasury Strategy, Mid Year Report, Annual Treasury
Report and Quarterly Treasury Management Update Reports

Strategic Overview & Scrutiny Committee

» Reviewing the treasury management policy and procedures and making
recommendations to the responsible baody.

¢ Receiving & reviewing Treasury Strategy, Mid Year Report, Annual Treasury
Report and Quarterly Treasury Management Update Reports

Role of the Section 151 Officer

The role of the Director of Resources in relation to treasury management is as
follows:-

¢ Recommending clauses, treasury management policy/practices for approval,
reviewing the same regularly and monitoring compliance.

= Approval of segregation of responsibilities.

Approvai of the Treasury Policy Statement and Treasury Management

Practices.

Submitting regutar treasury management policy reports.

Submitting budgets and budget variations.

Receiving and reviswing management information reports.

Reviewing the performance of the treasury management function.

Ensuring the adequacy of treasury management resources and skills and

the effective division of responsibilities within the treasury management

function.

« Ensuring the adequacy of internal audit and liaising with external audit.

¢ Recommending the appointment of external service providers.

e & 5 & @

Pension Fund Cash

This Council will comply with the requirements of the Local Government Pension
Scheme (Management and Investment of Funds) Regulations 2009, which were
implemented on 1% January 2010, and from 1%t April 2010 will not pool pension fund
cash with its own balances for investment purposes, Any investments made by the
Pension Fund directly with the Council after 1%t April 2010 will comply with the
requirements of Si 2008 No 393.

Contact: Laura Rowley on (01743) 252007
32




23

ZLOTSZ (EFLIO) UO MOIPHYD WOYDLD IODIUOD

- Vg Xppusddy

(puejbusy) SINFINISIANI INJNWNAJIAOD TvOOT

siaBeuetl pun; -y Buney saujunod (Bunes ubaianos) pajel
=T N [BUIDIXS PUE asnoy U] ON ubl2Ian0S LUNUAUIN sSA ON upalo ybiy Aq pasijeuoneu syueg
aseyamnd
oy Joud pasnbas jusweBueLe [BIPOISND
‘Jead | 0} dn :@3jueient JUBWILWISAOD) M
siebeuewl . poudw a1 Ag passnod LON (see1nos
pun} [BUISX] pue uea1f pueq Jnojoo Buiping pue syueq) siexe} ysodap pajel
JesA | | ploy pue Ang asnoy u| ON WAL — S3A SOA oN | -upao Aq panss; yisodaq Jo s8jedUIa)
aseyaund
07 Joud paxnbau JuswsbueLe [BIROJSTID
-jeaf | 0 dn :@ajueienb usuiLaA09
siabeuew N pondun 2y Ag paiaaod (SaRaIo0s
pun] jewelxg pue usalb pueq Inojod Buipjing pue S)UEq) siexe) isodep pajel
JesA | | pley pue Ang sshoy uj ON - WNUWIUIA — S3A SRA oN | -upao Aq penss| yisodad JO SJeOYRISY
J1esA | 0] dn sapunew
ypm ‘sysodap ajqe[es Burpniout
Jebeuew pun} [BUISIX® usaib pueg Jnojoo ‘{sena100s Bulpling pue SUeq) SIoXE]
Jeah | A pue 2snouy-i) ON WNWILA — S A soA ON | lsodap pajelIpald yim syisodep wiIa
Jeak | 0} dn sagunjewl
UM (1o £00Z Y3 Jo £ UORISg Japun
‘pelel Npald paulep Se SaRuoUIne 20| -271) sanuouine
Jabeuell pun} |ewepe 10U sy ubnouye |220] U3im Jo (JUnocooy QNG 679)
Jeah | Ag pue asnoy-u| ON Aunoas ybiy SOA ON | juswuenob Yn au ypm siisodap WwIay
syuon :
BLIAILID 21 uigpm
éaanypuadxg UPDID WINLLTUIA alqewwadpay clended
pouad wnwixep | asn jo aouejSWNINY jenden J Auanoag jejqefedoy) | uroT RIBRYS JUBUWISIALY
‘pojeuniousp-BuiLia)s aq ysnil mofeq pajsilj spuaunRsoAul Iiy
SINIFNLSIANI d3idID3dS




e .

ZLOZST (SkLI0) UO MOIPIYD WOYDLD TIODIUOT

wau) g |

paaibe siepwesed pue
seuepmB oy o) jeefgns
seBeuew puny feukep® Ag
Buipes] Jo} pue siseq pjoy
pue Ang & uo asnoH Uj

Buney ubaiea0s N

aseyand
oy Joud pannbal Juaursbuele [eIpojsnd

fe2ak ] ON PIORGIAOD) sap | ON Ieah |, 01dn : S
: siabeURW pUN) [BUWIBIXS .
129k | Aq pue asnoy uj ON vYY SOA ON spunj puog pue spund J9
aseyound
07 Joud pannbau jusiusbueLte [eIpOISND
Jabeusul "SUYIUOLW | Jopun sepumeul
puny [ewisixg Ag asn - ypm Juawiusnoh Mn Aq pasjueienb
10} 0SB 101083 WOl uonniisul [erouel e Agq pansst
S0IAPB/UOHE)NSUCD 10 (F£G ON ¥00Z IS Ul PRULAP SE Spuoy
Iaye siseq pioy Buipaig 0n3) syueq juswidofeAap
meaf | | pue Ang e U0 8snoH-U| ON WY SOA ON [elojenu Aq panssi spuog
v sa1unoo (buijel ubleIaAos) |
sjobeuew punj Buijezj ublasonosg pajes ypass ybiy Aq spsodap
Jeal | | [eud2)xs pue asnoy uj oN LWNUIEULAL — S9A SaN LON | Ife uo (poidxa) sojueiend JUSIUIBA0D
slabeuew u2a1b pueq Inojod syjueq
Jeak | | [eu123xa pue 9SnoH Uj ON wnuuip — SaK SOA ON pasijeucneN Med %2 pasijeuoneN Mn
‘ “abeyoed
siabeueus puny uaaib pueq anojo2 JUBWILIBA0S) M Hodul 343 Ag
Jeaf | | [eutoIxd pue asnoH uj ON WU — SOA SOA oN | pspoddns sapaloog Buiping % sjueg
Zsipjuow
BRI Z1 ulyjim
;aimypuadxgy | Bupey npa1d UBIH, | S|dEWRIpP3Y crended
pouad WnwixXep asn JO AoUBISUNIND repdesn [ A3unseg jorqefeday | ueoT fauBUS JUIUNSDAU]




yum Jeap AlZEILLS 34 OSIE [i BuSiuO Jas-a1d s
) “UMBIPUIA 20 [[IM SLUSYDS JUSWISIA
oU J1 1Y) JINS3I 3L YiiM papeIBumop SI SWSBLIS JUSUISSAUL IO Apedisjunoo g §f "siseq

3

{I5UN0Y 3l SI08LE JBL} _omEEu_o_ sey [1ouno

ZLOZST (CHLIQ) UO MOIPIYD) WDYDAD) JODFUOT)

DN coEi apesbumop Buies JIpaid uow-eu! Auy
ul / Apfedisiunos Jey) 4o 8sn oy} ‘BUSLO Jpalo wnuluiul s JIounog) 9y sleaw 1abuo] -
Ajyuow e uo pajepdn Afewo} pue A|snonupuoo paIojuoLW 84 M sBunes JIpaI0 IV

: sBunet ipa1o jo Bulicyuo

wagy

uypm peasbe sisjpwered
pue saufepinb

auy o] 1sfgns slebeuew

Buney ufiie1snos Mn

sseyaind
oy Joud pasinbai Jusiuabuelre [eIpojSiD

[enea sed

O] Junogsip e je ssoocud Bupplq aAadwod
e ybnauiyj penss] pue jeak auo uelj) Ssaf
Aurgew e ypm AuUnoss jqep Juswianos]
sjig Asnseall

eah | | punyjeweixe Jo asnoH u| ON paNOBRGNCD SRA ON
"Ileo 12 s|gehedal :
aue sysodaq -
-gjuswannbay
Aypinby
PUB MO[ YsED-
0}1109lgns ag pnom wayy
g 19sIN0 A yim paalbe siejpweled
Je paulLLa}dp aq pue saulepnG ay} Bupes uble1anos
jou Aew jusugsenw | o} joslqns srebeusw puny N B PRl VYV _ spung Aupinbry
Jo pouad au} [BuEpe A pue 9snoy-u| ON SDA SOA ON JUAUILISA0D) B SpUn 1234ej A3uol
Jsyjuold
BLISJLD Z1 ulyim
caimypuadxg | Buney upaio YbIH, ajqewaapay eleyde)
pouad wnwixey | 9Sn O AOUBISWNIND [epdes [ unoas jelqefeday | ueo jaleys JUSLUYSOAL]




9¢ 240257 (E5410) UO MOIPLYD) WDYDID FODIUOD
-gsoj [endeo 10}
renusiod 971 puog auy) 1o aoud uo yedul
Araanebau pinoo yoiym puoq ubiaianos
10 2y} Bunnp JuswISACW 0} J03fgns
w1 UG PISIA : SSH Sjed 1saIjul Jo Jaxep, () (@
sieah paaibe siepwered
G poaoxe pue saulepmb ysu
o] jou oy o] pelans fouauno oN (A) (Rumew a10jeq plos 1) aseyaind
ononiod U} Jabeuew puny yseod anjea ul uogernaidde ybnoayy ureb jendeo o1 Joud paunbai
ul uonenp lewsxa Ag Buipen 104 renuaed ‘papen y (A) -Buuued JuawabueLie [2IpoISR
abelany 4O} PUB JOI08Q Wolf PIBAIO) SPIE ~ winuue 1ad (Uil
aoiape Bumoliol 10 ojed) pleik umous ‘Ayrews o3 piay 4 (1) JEok L 10
s siseq ploy | ‘pinbr] | $590Xa Ul SSRUMIELL LM
persabbng °4001 Ang B uo ssnoy Yj ON Sunes ubwIBA0S M SaA oN Aaa(n) “Aenb JpaIo e(jeoxg OICE s11B6 Juawutaaoh N
aseyond
o1 Joud paumbai
- Juawsbuelie [BIPOISND
sieak -wely upm peasbe Jeak | uey} ejeaub
G poo2Xxd sigjoweled pue senumew yum ssjuerent
o1jeu souepnt au; 0} ‘o ey | WBWUISA0S MM poldu
oyoyiod aLj Pafgns (s)iebeuew J0 soud uo jpedun ApAgebau pinod YoM | S Aq paJanod SSISI00s
u1 uoneInp punj USeo [BLUSXe” a5 10 3y Buunp JuswaA0W 0} 103laNS BuipIng pue syueq
abeiony B I0]93G WOy PISIA & S SEl 1500 10 JSMIBY, (1} (a) Jo (seneoos Buip(ing
SOIAPE/UOLEINSUOD puz Syueq) sI9NE}
. < ety ..| 19)e siseq ploy pue - ‘pinbip AjoAREe. ysodop pelel Jpaio Ui
pajsabbng 9,06 Ang B uo 2snoY U] ON Buge) uBIsA0S MN SaA ON aue ‘siqepes Aosy) ut ybnoyyy (1) i) nsodaq o SAEIUNIDD
&.SUuotl
JUSURSAAU] | SIUAUWFSIAUL ZaInyp Buges ZLunpm | ZERGED
1o funjew jletaa0 asn | -uadx3zy PpaLo Wy alqewe3pay ueo ] 2SS0 pojeIaossy (d .
HAWIXeN 3O 9, Xe 10 asueswnong | jepded | Apunoag jaiqeieday Pieys 23 o%n AUAA (V) Jususoau]

-(JuNoooR JBlop S SWM 841 1O uogjdaoxa a4 UM ) pajeunuouap-buiie}s aq jsnil mofaq pajsl spusuISoAUl Iy

SINIWLSIANI 31d1D3dS-NON
{puejbus) INIJINLSTAANI INELNRRENCERYA




LE ZLOZST (SHLIO) HO MOIPIYD) WOYDADy JODIUOD)
ss0] [epden
10} jenuatod 271 pucd sy} jo aoud uo
pedul Ajpaebau pinod yoiym puog aseyoind
10 2y Buunp juswearow 6} 1algns 01 Joud pasnbal
PIoIA © JisiI o1 1sasaul o @xen, () (g) wswsbueue [elpojsn)
siafieuew
puny [eus)xs ysu Aouaung oN (A) (Aunjew JuawLIRAeh MN
%08 Aq asn Joj os]y 2J0j9q plos &'l an[ea u; uogelssidde Aq pesiueienb uognyysul
ybnosuy wed [epdes Joj jegualoed [eloueul e Aq ponss) 1o
“Jojosg woy ‘pepey 4| (A1) -Buuued piemiol (spuog Burusig-oung}
SOAPE/UORE)NSUOD spie — wnuue sod (wnjsi jo 812)) syueq uawdojanap
Jee siseq p[oy pue PIoIA umotny ‘Aunjew o} pRy J (1) [ezaze|gInu
sleak g %0l | Anqe uoasnoyuy ON vyvY SBA saA | pmbry (1) “Aenb ypam jusfzoxd () (v) Aq panssi spuog
sso| lendeo 1o [enusiod 21 pucq
ay 1o oud uo pedu Alpagebau
- pINeo yaium puoq ublesonos
10 3y Buunp Juswanow 0] 10afqns
PIBIA © S a1l j5as0)u; Jo e, () (8)
walg ypm Msu Aouauno oN (n) (Aunjew
peaife sivpawered al0leq POs @) anjea ul uogepaidde
pue ssuepnb ybnoay web endes Jof [equatod
sieak g ay o3 oalgns ‘papeit )| (A) -Buiuueid premioy
Ajuo Jebeuew spie — wnuue Jod (wmal 1o s1e) Aunew Aue
s pury YSED [BUIDNXS plaIk umow] ‘Aungew o3 pray 4 (1) SO JUSLILIBAOS) MM XD
peysabbng %05 Aq Buipey Jo4 ON YYY SOA oN | “pmnbr @ “Anenb ypamo jusisoxg () (v) | senssi puog ubiaianog
: pouad Jeah
JaBuoy Jaao Ayjenb yipaso ul uogelousiep | | Uy} JSjeaul sapumew
Ja1ea1f 1o [enuajod 1 sy upau) () ya sysodap sigeqeo
LB} yum uaswsaAUl sy Bunfew Joye asi Buipnppul (senoios
peaibe sispsuered s3] JSaISUL 11 Jamo[ oq [|im wirngey (D Buipjing pue syueq)
pue saulepinb auy -funew o} Joud predad to paper aq sioye] nsodap pajel
01 Joalgns Jebeueul JouuEd *aru jz1eusb e se : pmbi (0 (Q) 11paso pue asjuelent
, pun} yseo [euIsp@ JUSWILIDAOS) YN
sleak Z %0S Aq Bupery 104 USLILOJIAUD 2]l JSIa)Ul yondun ay3 Ag pasonod
w seBueyo ondsap ysodap jo anjea [eyded suonnsUl SSguUoOLnY
U ajdind . U1 JuaLaAow ON (1) ‘pejseaul pouad | 207 JaYlo JuaLisAob
._pajsebbng Lol oF3 asnoM-U] ON | pueqg Inojos wnwiuIpy ON ON Jan0 wingal jo 83l jo Auiepes) (1) {¢) W Ui sysodsp uua ]
; SIpuotl _
Juswgseaur | siuaunsaaur Z2INYP - M L F__wmﬁs, cenden
40 fumew ETET asn | -uedxg | Bugel ypao WU slqewaspay | ueol £Sdisu pejeoossy (a)
Lwnwixep 30 % XBIN Jo sougiswnonD | jepden J Aunoeg elqeAeday jeleys Enasn Aup () JUBULSIAU]




8¢

ZL0Z6T (S5 10) HO MOIPIYD WDYDLY (JIDIUOD)

SLFUON €

V/IN

AuQ senddng
21013 ISSM

ON

uaa.b
pUEg Jnojo WNLWILIA

SoA

oz.

“suonoesuen bulpel Jo angemoads
40 asocind @y} Joj Jou pue asodind
sy 10y pasn ag 0} AJuo S[JUNodoe
ay] -senddng e 1S9 10}
MmopysED umowy e Buiesiuerent pue
Sje1 S5BUBYIXS L] UL SJUSWISAOLL

0} 2insodxa jo YsU Isidnpe

fue BuiysmbBunxa snu} ‘pabipey

20 UeD SJUSLLGILLLIOS B[0P SN
BuioBuo yeuy BuLnsus ‘unjipuadxa
pUE SLLODUI 10 JuauIebeuB waprud
saddng 21o1e 1S9 JO ped

£ se pasi|in ag 0} JUNooVe JBliop S

{AluO S

spsodog Jeliled SN

siead g

i .

palsebbng

%08

Ajue sisbeueul
pun} [eWaX9
Agpesnagol

-y Bunes
ubialoA0s WNUWIUIA

SOA

SO

sso| [enden Jo) lepusiod "7 puoq

_ay jo soud uo edul Aennebau

pIno2 yoiym puoq ubisIanos

10 3y Buunp JUSWaAQL O} wafgns
_PISLA ¢ iSU 91l jSUULIC 1%E, o @

ssu Aoueuno oN (A) (Aumew

alojaq p|os "97) Snjen Ui uonelsaidde

yBnoJyi uieb jeydes oy enusiod

‘popest | (n) -Buiuuerd premio)

spie — wnuue Jad (wnjal jo ajel)

platk usmouy ‘Ajunyew o} piey 3 (1)
-pinbr () “Aypenb ypam juaieoxa 0 (V)

spuog ajeodion

JUBLLISBALE
Jo fQunjew
winuxepn

sjuBUASIAUL
[[Bl2n0

10 % XN

asn
10 SOUBSWINOND

£BInyp
-uadxz
feyded

*¥

Bunes JpaIo WnwiUy
{ Aunosg

Zsuypuowl

2L ugpm
a[qewiaspay
jeigeieday

slenden
ueo
/eIeus

£SYsu pajeoossy (g)
20 asn Aupn (v)

EmEung




Appendix 4
The Council’'s Annual Minimum Revenue Provision Statement
Statutory Requirements

The Coungil is required by statue to set aside a minimum revenue .provision (MRP) for
the provision to repay external debt. The calculation of the minimum revenue provision
(MRP) is as per the Local Authority (Capital Finance and Accounting) (England)
(Amendment) Regulations 2008 [S] 2008/414]. In the new regulation 28, detailed
rules are replaced with a simple duty for an authority to make an amount of MRP
which it considers to be “prudent”.

The broad aim of a prudent provision is to ensure that debt is repaid over a period that
is either reasonably commensurate with that over which the capital expenditure
provides benefits, or, in the case of borrowing supported by Government Revenue
Support Grant, reasonably commensurate with the period implicit in the determination
of that grant. The guidance includes four options (and there are two alternatives under
Option three) for the calculation of a prudent provision.

There is no requirement to charge MRP where the Capital Financing Requirement
(CFR) is nil or negative at the end of the preceding financial years. There is also no
requirement to charge MRP on the Housing Revenue Account share of the CFR.

The legislation recommends that before the start of each financial year the Council
prepares a statement of its policy on making MRP in respect of that financial year and
submits it to the Full Council for approval. :

Policy for calculation of Prudent Provision

The options for the calculation of a prudent Provision are detailed in appendix 4A to
this report. In line with previous years the Council proposes to use option one,
regulatory method and option three (a), asset life method — equal instalment method.

Regulatory Method

For debt which is supported by the Government through the RSG system, MRP will
continue to be calculated in accordance with the former regulations 28 and 29 of the
2003 Regulation. Adjustment “A” (variance between the credit ceiling and the capital
financing requirement as at 1 April 2004) will continue to be given the value attributed
to it in the financial year 2004/05. Authorities can also continue to take advantage of
the commutation adjustment in the former regulation 29.

MRP is calculated using opening Capital Financing Requirement which is adjusted for
new supported capital expenditure, adjustment “A”, non Shropshire Council (pre-1998
LGR reorganisation) debt and the MRP for the previous year. MRP is calculated as
4% of this adjusted total. This is then reduced by the value of the commutation
adjustment for that financial year.

This option reduces the Capital Financing Requirement by adjustment “A” which

reduces the MRP charged to revenue each year. This is allowable in accordance with
the regulations.

Contact: Laura Rowley (01743) 252007 39




Asset Life Method — Asset Life method

For new borrowing under the Prudential system for which no Government support is
being given and is therefore seif-financed (unsupported borrowing) the MRP has been
calculated in accordance with option three Asset Life Method. Option three is to make
provision over the estimated life of the asset for which the borrowing is undertaken.

Freehold land cannot properly have a life attributed to it, so for the purposes of Option

“three it should be treated as equal to a maximum of 50 years. But if there is a
structure on the land which the authority considers o have a life longer than 50 years,
that same life estimate may be used for the land.

To the extent that expenditure is not on the creation of an asset and is of a type that is
subject to estimated life periods that are referred to in the guidance, these periods will
generally be adopted by the Council. However, the Council reserves the right to
determine useful life periods and prudent MRP in exceptional circumstances where
‘the recommendations of the guidance would not be appropriate.

This method is a straight forward calculation of MRP for unsupported borrowing which
calculates MRP based on asset life.

As with option one, provision for debt under Option three will normally commence in
the financial year following the one in which the expenditure is incurred. But the
guidance highlights an important exception to the rule. In the case of a new asset,
MRP would not have to be charged until the asset came into service and would begin
in the financial year following the one in which the asset became operational. This
“MRP holiday” would be perhaps two or three years in the case of major projects, or
possibly longer for some complex infrastructure schemes, and could make them more
affordable. The Council does not have any unsupported borrowing that falls into this
area at present. '

The authority can still make voluntary extra provision for MRP in any year.

2010/11 Annual MRP Statement

Appendix 48 provides the MRP statement for the 2010/11 financial year.

Capital Receipts set aéide

The current regulations, Local Authority (Capital Finance and Accounting) (England)

(Amendment) Regulations 2008 [SI 2008/414] state that the minimum revenue

provision is calculated using the previous year’s closing Capital Financing
Requirement for supported borrowing.

In 2009/10 Shropshire Council got DCLG approval to allow the new council to

voluntarily set aside capital receipts as at 13! April 2009 to reduce the CFR and

consequently reduce the MRP charge for 2009/10. This approach was discussed with

our Treasury Advisors and External Auditors and was approved by Members in a
report to Council in December 2009,

Contact: Laura Rowley (01743) 262007 40




As the extent of new borrowing is not subject to any limitation the sum of capital
receipts set aside are still available to support capital expenditure in future years. This
will increase the CFR to its previous level and the MRP charge in future years will
increase, but not beyond the level had the saving not been generated in 2009/10.
Thus the saving in MRP is therefore temporary, albeit very helpful to the short-term
financial position.

In the 2010/11 MRP Statement it has been assumed all the capital receipts set aside
as at 1% April 2009 to reduce the CFR will be offset by an increase in the CFR in
2009/10 from capital expenditure incurred in 2009/10. In the event that the level of
capital expenditure in 2009/10 to be financed from the capital receipts set aside is
below the level of capital receipts set aside, it is proposed to retain the balance in
capital receipts as set aside in order to achieve a further MRP saving in 2010/11.

Confact: Laura Rowley (01743) 252007 41




Appendix 4A: Options for Prudent Provision

Option 1: Regulatory Method

MRP is equal to the amount determined in accordance with the former regulations 28
and 29 of the 2003 Regulations, as if they had not been revoked by the 2008
Regulations. For the purposes of that calculation, the Adjustment A should normally
continue to have the value attributed to it by the authority in the financial year 2004-
05. However, it would be reasonable for authorities to correct any percelved errors 1n
Adjustment A, if the correction would be in their favour.

Option 2: CFR Method

MRP is equal to 4% of the non-housing CFR at the end of the precedlng financial year
without any adjustment for Adjustment A, or certain other factors which were brought
into account under the previous statutory MRP calculation.

Option 3: Asset Life Method

Where capital expenditure on an asset is financed wholly or partly by borrowing or
credit arrangements, MRP is to be determined by reference to the life of the asset.
There are two main methods by which this can be achieved, as described below.
Under both variations, authorities may in any year make additional voluntary revenue

provision, in which case they may make an appropriate reduction in later years’ levels
of MRP.

(a) Equal instalment method
MRP is the amount given by the following formula:

, A-B

c

Where:
A is the amount of the capital expenditure in respect of the asset financed by
borrowing or credit arrangements
B is the total provision made before the current financial year in respect of that
expenditure
C is the inclusive number of financial years from the current year to that in which the
estimated life of the asset expires.

For the purpose of the above formula in the initial year of making the MRP the variable
“C" should be given the maximum values set out in the following table:

Expenditure Type Maximum value of “C” in initial year
Expenditure capitalised by virtue of a “C”" equals 20 years

direction under s16(2}h)

Regulation 25(1)(a) "C”" equals the value it would have for computer
Expenditure on computer programs hardware

Regutation 25(1)(b} "C" equals the estimated life of the assets in relation
Loans and grants towards capital to which the third party expenditure is incurred
expenditure by third parties

Regulation 25(1)(c) “C" equals 25 years, or the period of the loan, if
Repayment of grants and loans for | longer

capital expenditure

Regulation 25(1)(d) “C" equals 20 years

Acquisition of share or loan capital

Regulation 25(1)(e) ' “C”" equals the estimated life of the assets
Expenditure on works to assets not

Contact: Laura Rowley (01743) 252007 42




owned by the authority

Regulation 25(1)(ea) “C" equals the estimated life of the assets

Expenditure on assets for use by
others
Regulation 25(1)(f) ‘C” equals 25 years

Payment of levy on Large Scale
Voluntary Transfers (LSVTs) of
dwellings

(b) Annuity method

MRP is the principal element for the year of the annuity required to repay over the
asset life the amount of capital expenditure financed by borrowing or credit
arrangements. The authority should use an appropriate interest rate to calculate the
-amount. Adjustments to the calculation to take account of repayment by other
methods during the repayment period (e.g. by the application of capital receipts)
should be made as necessary.

Option 4: Depreciation Nethod

MRP is to be equal to the provision required in accordance with depreciation
accounting in respect of the asset on which expenditure has been financed by
borrowing or credit arrangements. This should include any amount for impairment
chargeable to the Income and Expenditure Account.

For this purpose standard depreciation accounting procedures should be followed,
except in the following respects.
(a) MRP should continue to be made annually until the cumulative amount of such
provision is equal to the expenditure originally financed by borrowing or credit
arrangements. Thereafter the authority may cease to make MRP.
(b) On disposal of the asset, the charge should continue in accordance with the
depreciation schedule as if the disposal had not taken place. But this does not
affect the ability to apply capital receipts or other funding sources at any time to
repay all or part of the outstanding debt.
(c) Where the percentage of the expenditure on the asset financed by borrowing or
credit arrangements is less than 100%, MRP should be equal to the same
percentage of the provision required under depreciation accounting.

Contact: Laura Rowley (01743) 252007 " 43




Appendix 4B: Minimum Revenue Provision Statement 2010/11

Supported Borrowing — Option 1

General Fund

Closing CFR 2008/09

Add SCE (R) 2009/10

Add use of capital receipts voluntarily set aside (applied 2009/10)

Less Adjustment “A”
. Less LGR (28) Debt

Less MRP 2009/10
CFR for Supported Borrowing MRP Calculation

Add back Adjustment “A”
Add back LGR (98) Debt

District inherited debt:
OBC - Closing 2008/08 CFR
NSDC - Closing 2008/09 CFR

Closing CFR 31/03/10 — Supported Borrowing (GF)

Housing Revenue Account
District inherited debt: OBC — Closing 2008/09 & SC 2009/10 CFR

Closing CFR 31/03/09 — Supported Borrowing (GF&HRA)

Unsupported Supported Borrowing — Option 3

Unsupported Borrowing brought forward
Add prudential borrowing 2009/10
Less MRP — Previous year

District inherited debt: NSDC — Closing 2009/10 CFR

Closing CFR 31/03/10 — Unsupported Supported Borrowing
Closing CFR (GF&HRA) 31/03/10

Summary MRP

MRP 2010/11 at 4% of above (Option 1)

LGR (98) Debt MRP (Option 1)

Unitary inherited — OBC & NSDC (Option 1)

Prudential Borrowing MRP (Option 3)

Unitary inherited Prudential Borrowing MRP — NSDC (Option 3)

Total MRP 2010/11

Contact: Laura Rowley (01743) 252007 44

219,159,070.39
21,354,970.00
27,228,877.73

267,742,918.12

(2,065,478.00)
(916,163.00)

264,761,277.12
(8,794,330.46)

255,966,946.66

2,085,478.00
916,163.00

258,948,587.66

4,786,361.40
680,250.06

5,466,611.46

264,416,199.12

1,212,619.49

265,627,818.61

6,865,305.86
6,806,000
(296,326.67)

13,374,979.19
1,425,881.95

14,800,861.14

280,428,679.75

10,238,677.87
153,190.00
122,301.23
670,509.52
68,046.21

11,253,624.83




Shropshire Council Authorised Borrowers

Revised at 29 January 2010

Counterparty

Local Authorities (Per Authority)
UK Clearing Banks and wholly owned subsidiaries
Lioyds TSB Bank plc
HSBC
National Westminster Bank plc
RBS
Group limit
Clydesdate Bank (Fully owned by Nationa! Australia Bank)

Santander UK

Barclays

Buiiding Societies
Nationwide

UK Debt Management Account
DMO Account

45

Limit
£m

10

20
10
10
10
20
6.5
10

10

10

unlimited

Limit
months

i2

12

12

12
12

Appendix 5

Investments
as at 31 Jan 10
£m
33.64

15

9.67

6.5

10

3.03

6.35

15.74
104.93




Appendix 6 (Schedule 1)
i i C
This indicator identifies the trend in the cost of captial against the net revenue stream.

The cost of capital includes borrowing and finance leases. The cost of operaling leases are
excluded on the basis of the following definitions:-

Financing Costs / Net Revenue Stream x 100%

Non HRA Capital Financing Costs lgnoring Investment income

Actual

2008/09  21.538/189.473x100 11.4%

From 2006/07 onwards schools funding has been removed from the Council's net budgst

with the introduction of the Dedicated Schools Grant. Net Revenue Stream Figures From
2006/07 onwards therefore exclude education grant.

Estimates

2009110  21.3m/215.7m x 100 9.9%
2010/11 25.0m/216.0m x 100 11.6%
21112 28.1m/219.2m x 100 12.8%
2012113 31.7m/[223.4m x 100 14.2%
Non HRA Capital Financing Costs net of Investment Income
Actual

2008/09  21.538m-3.768m/189.473m x 100 9.4%

From 2006/07 onwards schools funding has been removed from the Council's net budget
with the introduction of the Dedicated Schools Grant. Net Revenue Stream Figures From
2006/07 onwards therefore exclude education grant.

Estimates

2008/10  21.3m-0.64m/ 215.7m x 100 9.6%
2010/11 25.0m-1.0m / 216.0m x100 11.1%
201112 28.1m-1.0m/219.2m x100 12.4%
2012113 31.7m-1.0m /223.4m x100 13.7%

Borrowing requirement for next 3 years has been included at a rate of 5.00% 2010/11, 5.30% 2011/12 & 5.50% 2012/13

Investment Income Budget 2010/2011 is £1.0m, 2009/10 figures taken from Dec 2008 Monitoring
& Outstanding Debt Report as at 27 January 2010.

Capital Financing costs include supported capital expenditure, prudential borrowing plus the
potential for a £1m finance lease to be taken cut overa 5 year period, the rentals included

are as follows:-

201011 £218,000 (based on a cost per £000 of £218)

2011/12 £218,000 (based on a cost per £000 of £218)

2012/13 £218,000 (based on a cost per £'000 of £218)




Appendix 8 (Schedule 2)

Calcuiation of Impact on Council Tax Payers/Redirection of Existing Resources

2010111 201112 2012113
Children & Young People's Services
Capital Expenditure/Unsupported Borrowing 3,580,000 3,580,000 3,580,000
Finance Costs (based on 4.25%) 152,150 162,150 162,150
Minimum Revenue Provision (based on 26yr asset life) 143,200 143,200
Total Revenue Implication 152,150 295,350 295,350
Development Services
Capital Expanditure/Unsupported Borrowing 2,000,000 2,000,000 2,000,000
Finance Costs (based on 4.05%) 81,000 81,000 81,000
Minimuim Revenue Provision {(based on 20yr assst life) 100,000 100,000 100,000
Total Revenue Implication 181,000 181,000 181,000
Resources
Capital Expenditure/Unsupported Borrowing 450,000 450,000 450,000
Finance CGosts (based on 4.25%) 19,125 - 19,125 19,125
Minimum Revenue Provision (based on 5/6 yr asset [ife) 76,327 76,327 76,327
Capital Expenditure/Unsupported Borrowing 3,000,000 3,000,000 3,000,000
Finance Costs (based on 3.83%) 114,900 114,800 114,900
Minimum Revenue Provision (based on 25yr asset life) 120,000 120,000 120,000
Capital Expenditure/Unsupported Borrowing 2,000,000 2,000,000 2,000,000
Finance Costs (based on 3.83%) 76,600 76,600 76,600
Minimurn Revenue Provision {based on 35yr asset life) 57,143 57,143 . 57,143
Capital Expenditure/Unsupported Borrowing 3,744,000 3,744,000 3,744,000
Finance Costs (based on 4.02%) 150,609 150,509 160,509
Minimum Revenue Provision (based on 25yr asset life) 149,760 149,780 149,760
Capital Expenditure/Unsupported Borrowing 2,782,000 2,782,000 2,782,000
Finance Costs {(based on 4.02%) 111,836 111,836 111,836
Minimum Revenue Provision (based on 25yr asset life) 111,280 111,280 111,280
Capital Expenditure/Unsupported Borrowing 280,000 280,000 280,000
Finance Costs (based on 4.02%) 11,256 11,256 11,256
Minimum Revenue Provision (based on Byr asset life) 56,000 56,000 56,000
NSDC Capital Expenditure/Unsupported Borrowing 1,788,817 1,788,917 1,788,917 ‘
Finance Costs (based on 4.05%) 72,451 72,45% 72,451
Minimum Revenus Provision (based on 25/5 yr asset life) 68,946 81,746 81,748
Capital ExpenditurefUnsupported Borrowing 4,000,000 4,000,000 4,000,000
Finance Gosts (based on 4.05%) 162,000 162,000 162,000
Minimum Revenue Provision (based on 25yr asset life) 160,000 160,000
- Capital Expenditure/Unsupported Berrowing 4,400,000 4,400,000 4,400,000
Finance Costs (based on 4.05%) 178,200 178,200 178,200
Minimum Revenue Provision (based on 25yr asset life) 176,000 176,000
Capital Expenditure/Unsupported Borrowing 7,055,000 7,055,000 7,055,000
Finance Costs (based on 4.05%) 285,728 285,728 285,728
Minimum Revenue Provision (based on 25yr asset fife) 282,200 282,200
Capital ExpenditurefUnsupported Borrowing 1,828,000 1,828,000 1,828,000
Finance Costs (based on 2.06%) 37,657 37,6567 37,657
Minimum Revenue Prevision {based on 5yr asset life) 365,600 365,600
Capital Expenditure/Unsupported Borrowing - 13,584,000 13,584,000
Finance Costs (based on 5.30%) - 719,952 719,962
Minimum Revenue Provision (based on 25yr asset life} - 543,360



Calculation of Impact on Council Tax Payers/Redirection of Existing Resocurces

Appendix 6 (Schedule 2)

2010111 201112 2012M3
Capltal Expenditure/Unsupported Borrowing - 2,832,000 2,932,000
Finance Costs (based on 5.30%) - 155,396 155,396
Minimum Revenue Provision (based con 5yr asset life) - 586,400
Capital Expenditure/Unsupported Borrowing - - 11,295,000
Finance Costs (based on 5.30%) - - 598,635
Minimum Revenue Provision (based on 25yr asset life) - -
Capital Expenditure/Unsupported Borrowing - - 573,000
Finance Costs (based on 5.30%) - - 30,369
Minimum Revenue Provision {based on 5yr asset lifs) - -
Total Revenue Implication 1,859,717 3,731,665 5,433,287
Potential Use of Finance Leases* - 1,000,000 1,000,000 1,000,000
1,000,000 1,000,000
1,000,000
Finance Costs (based on 2.80% Cost of Funds) 28,000 28,000 28,000
28,000, 28,000
28,000
Minimum Revenue Provision 40,000 80,000
Total Revenue Implication 28,000 96,000 164,000
Council Tax Base Band D 108361 108361 108361
£p £p £p
Children & Young People Services 1.40 273 273
Development Services - 1LB7 1.67 1.67
Resources 17.42 3532 51.65
Total Impact 20.50 39.72 56.08
Percentage of existing council tax re-directed
to fund Prudential borrowing 1.74% 3.37% 4.80%

*The Director of Resources will assess the relative merits of operating and finance leases
on a case by case basis and enter into the most advantageous.

A £1m allowancs is included in the event that finance leases are deemed the most cost effective.

THERE I8 NO IMPACT ON COUNCIL TAX AS A RESULT OF THE ABOVE CAPITAL EXPENDITURE.

PRUDENTIAL. BORROWING IS WITHIN THE LIMIT OF 3% OF COUNCIL TAX,
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Appendix 6 (Schedule 7)

Ratlo Financing Cost to Net Revenue Stream

200910 2010/11 2011112 2012113
Financing Cost
Interest Payable 64740 61430 61430 61430
MRA Depreciation 2524180 2552310 2602120 2652910
Interest Earned -20930 -31000 -25000 -23000
Garages Depn. 73100 73100 73100 73100
Total Financing Cost 2641090 2655840 27116580 2764440
Revneue Stream
Rent Income 13519360 13771410 14329580 14896000
Garage 223980 235470 240180 244980
Other 228730 222820 228270 232840
Supporting People 543410 547920 558870 570050
MRA 2524180 2552310 2602120 2652910
Appropriation Garage Depn. 73100 73100 73100 73100
Total Revenue Stream 17112760 17403030 18032120 186698880
RATIO i 15.43% 15.26% 15.04% 14.81%
Average Rents 61.93 63.13 65.72 68.35




