Appendix 2
Prudential and Treasury Indicators

The Council needs to ensure that its gross debt does not, except in the short term,
exceed the total of the Capital Financing Requirement (CFR) in the preceding year plus
the estimates of any additional CFR for 2019/20 and the following two financial years.
This allows some flexibility for limited early borrowing for future years, but ensures that
borrowing is not undertaken for revenue or speculative purposes.

The operational boundary

This is the limit beyond which external debt is not normally expected to exceed. In most
cases, this would be a similar figure to the CFR, but may be lower or higher depending
on the levels of actual debt and the ability to fund under-borrowing by other cash
resources.

Operational 2018/19 2019/20 2020/21 2021/22
boundary £m Estimate Estimate Estimate Estimate
Debt 369 408 422 453
Other long term 10 10 10 10
liabilities

Regeneration 174 197 212 210
Programme

Total 553 615 644 673

The authorised limit for external debt

This is a key prudential indicator and represents a control on the maximum level of
borrowing. This represents a legal limit beyond which external debt is prohibited, and
this limit needs to be set or revised by the full Council. It reflects the level of external
debt which, while not desired, could be afforded in the short term, but is not sustainable
in the longer term.

1. This is the statutory limit determined under section 3 (1) of the Local Government
Act 2003. The Government retains an option to control either the total of all
councils’ plans, or those of a specific council, although this power has not yet
been exercised.

2. The Council is asked to approve the following authorised limit:



Authorised limit £m 2018/19 2019/20 2020/21 2021/22
Estimate Estimate Estimate Estimate

Debt 414 457 472 505

Other long term 10 10 10 10

liabilities

Regeneration 151 197 212 210

Programme

Total 575 664 694 725

Separately, the Council has been limited historically to to a maximum HRA CFR
through the HRA self-financing regime. In October 2018, Prime Minister Theresa May
announced a policy change of abolition of the HRA debt cap. The Chancellor
announced in the budget that the applicable date was 29 October 2018.

Treasury Management Limits on Activity

There are three debt related treasury activity limits. The purpose of these are to
restrain the activity of the treasury function within certain limits, thereby managing risk
and reducing the impact of any adverse movement in interest rates. However, if these
are set to be too restrictive they will impair opportunities to reduce costs/improve
performance.

The Code requires that for LOBO loans the maturity date is now deemed to be the next
call date.

The indicators are:
Maturity structure of borrowing
These gross limits are set to reduce the Council’s exposure of large fixed rate sums

falling due for refinancing; these have been kept deliberately wide to provide flexibility
for any restructuring that might be carried out to de-risk the debt portfolio.

Maturity structure of fixed interest rate borrowing 2019/20

Lower Upper
Under 12 months 0% 40%
12 months to 2 years 0% 60%
2 years to 5 years 0% 70%
5 years to 10 years 0% 80%
10 years to 20 years 0% 100%
20 years to 30 years 0% 100%




30 years to 40 years 0% 100%
40 years to 50 years 0% 100%
Maturity structure of variable interest rate borrowing 2019/20

Lower Upper
Under 12 months 0% 90%
12 months to 2 years 0% 90%
2 years to 5 years 0% 100%
5 years to 10 years 0% 100%
10 years to 20 years 0% 100%
20 years to 30 years 0% 100%
30 years to 40 years 0% 100%
40 years to 50 years 0% 100%

Investment treasury indicator and limit

Total principal funds invested for greater than 365 days. These limits are set with regard
to the Council’s liquidity requirements and to reduce the need for early sale of an
investment, and are based on the availability of funds after each year-end.

The Council is asked to approve the following treasury indicator and limit:

Upper limit for principal sums invested for longer than 365 days

£m 2019/20 2020/21 2021/22

Principal sums invested
for longer than 365 days £75m £75m £75m




