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Purpose of the report:

1. The report summarises the proposals for the capital programme that will 
contribute to the Council's Corporate Plan priorities and the Treasury 
Management Strategy for borrowing and lending  for the period  2012/13 - 
2014/15.

2. The significant issues in the report are:

● Transport Bids – Bristol City Council with neighbouring authorities have 
successfully bid for three Transport infrastructure schemes primarily 
funded by grant from the Department for Transport, that  will result in 
£196m of capital investment in transport infrastructure in  Bristol and 
the surrounding area, with Bristol City Council's contribution being 
£42m.  The schemes are -

Ashton Vale to Temple Meads (£49.9m)

South Bristol Link (£44.6m)

North Fringe to Hengrove (£101.8m)

Approval of these schemes  will be subject to a separate 
Cabinet report, Para 28.  



● The Children and Young Peoples  Services capital investment 
programme was presented and approved by cabinet on the 15th of 
December 2011.  

● Investing in Bristol's Future Package - the provision of £50m capital 
investment in priority areas  to be funded from additional prudential 
borrowing.  Recognising the urgent need to deliver further capital 
investment which will also boost the local economy.  A further £20m for 
new school provision, £16m for Transport Schemes, £6m for Elderly 
Extra Care schemes inclusive of £500k for Aids and Adaptations, £6m 
for Bristol East Pool, and £2m for a Recycling Centre in Hartcliffe Way.

● The provision of £3.5m capital investment for new / improvements to 
parks, £1m for the regeneration of Lockleaze, and £380k for the 
upgrade of Jubilee swimming pool, funded by prudential borrowing. 

● Proposals for the allocation of funding awarded by government and 
revenue contributions are set out in Appendix A; 

● Latest position of the Capital programme 2011/12; 

● The report sets out the Treasury Management Strategy for borrowing 
and lending (investment strategy) covering the period 2012/13 – 
2014/15, including criteria for counterparties (i.e. Bodies to which the 
Council will lend) as referred to in paras 32 – 40 and Appendix B;

● The proposed Prudential Indicator targets for Treasury Management in 
Appendix C;

● Investment Framework , prioritising future capital resources

RECOMMENDATION for Cabinet approval:

3. The allocation of earmarked resources to the relevant programmes/services 
is approved; 

4. The allocation of £50m resources to the Investing in Bristol's Future Package 
is approved;

5. The allocation of £4.9m of resources for new / improvements to Parks, 
regeneration of Lockleaze and the upgrade to Jubilee swimming pool are 
approved;

6. The Treasury Management Strategy for 2012-2015 in appendix B is 
approved;

7. The Prudential borrowing and lending limits in appendix C are approved;

8. The Minimum Revenue Payment policy - per paragraph 40 (amount of 
outstanding debt that must repaid from revenue each year) is approved.



9. Regarding the Capital Programme for 2011/12:

● That the revised Capital Programme (2011/12), and additions to the 
programme (appendices W, X & Y) are noted;

10.To adopt the Investment Framework, and agree the funding allocations in this 
paper (para 52).

Capital Programme 2012/13 - 2014/15

11.The capital programme will contribute to the Council's Corporate Plan 
priorities and deliver new jobs for Bristol Citizens.

12.The capital programme is financed from government borrowing allocations, 
grants, and other resources earmarked for particular spending programmes, 
and from local discretionary resources (predominantly prudential borrowing 
and capital receipts).

13.Previously, to facilitate multi-year planning, the government has provided 
three year provisional indicators of the principal allocations. This approach 
has been continued to a degree with regard to the Transport, and the 
Personal Social Services allocation.  

14.Allocations for Neighbourhoods capital investment are not  available so 
indicative allocations have been used for the purpose of this report , with any 
amendments to be reported in the future.

15.Strategy for the allocation of capital finance has been to earmark Government 
allocations to be used for the services for which they have been allocated.

16.Capital commitments brought forward depend on the achievement of 
significant 'non-earmarked' funding including £20m capital receipts and other 
'at risk' funding of £2.9m which includes donations, S106 monies and 
contingency to finance other funding expected but not received.

17.The following allocations have been received from government (note some 
remain provisional) along with non-earmarked funding.



Department 2011/12 2012/13
(£000) (£000)

Government Annual Allocations
Education
New Places / Basic Need 9,360 19,137
Capital Maintenance 5,531 4,807
Devolved Formula Capital Grant 991 867

Transport
Transport 3,307 3,527
Maintenance 3,689 3,479

Housing
Major Repairs Allowance (MRA) 10/11 
replaced by HRA Self Financing

20,250 28,847

Disabled Facilities Grant (Provisional) 1,080 1,080

Health Adult Social Care 1,063 1,087
Total Government Annual Allocations 45,271 62,831

One Off Government Allocation
Education - New Places / Basic Need 18,328

Internal Earmarked Funding
Capitalised Revenue 18,586 11,674
Capital Receipts HRA 2,790 2,790
Prudential Borrowing 6,231 9,926

Non Earmarked Funding
Investing in Bristol's Future 50,000

Total 72,878 155,549

Annual Government Allocations

18.The level of annual central government capital allocations of £62.8m 
(Provisional) for 2012/13 is higher than last  year (£45.2m for 2011/12) 



primarily due to additional resources for schools (£8.9m) and how the HRA 
will be financed (£8.8m) following the introduction of HRA self financing. 
Some  allocations remain to be confirmed, consequently services have been 
delayed in prioritising available funding against specific schemes.

19. It is proposed that these resources are allocated to the services to which they 
relate, with the detailed programmes determined at service level.

Investing in Bristol's Future 

20. In the past the capital programme has been supplemented from  internally 
generated resources, mainly capital receipts. This has allowed the city to 
invest substantial capital sums in education, cultural, residential and transport 
projects.

21.The success in maintaining a flow of funding from 'non-earmarked' sources 
has been interrupted by economic and property market receipt conditions 
which have reduced capital receipt expectations.  

22.Receipts are fully committed, and the expectation of low future central 
government capital allocations along with weak projections for internally 
generated capital finance may challenge the delivery of our capital investment 
aspirations .

23. In view of this, the administration will make available £50m of resources (The 
Investing in Bristol's Future Package) over the medium term  to address the 
lack of investment in priority areas to ensure the assets in these areas  are 
enhanced to improve service delivery.  It will also contribute  additional  new 
jobs. The areas of priority investment include Schools, Transport, Elderly 
Care, Environmental, and Health and Well being, with details below and 
these are included in the proposed capital programme (Appendix A and A1). 
These schemes will be funded by Prudential Borrowing, with the costs met 
from planned and agreed savings. 

Investing in Bristol's Future Package
£m

Schools 20
Transport - Bus Rapid Transit 10
Transport - Minor Schemes (detailed in Appendix A) 6
Elderly Extra Care Schemes including £500k for Aids and 
Adaptations

6

Bristol East Pool 6
Hartcliffe Way Recycling Centre 2
Total 50



24.  In proceeding with the future Capital Investment Programme the Council  will 
continue to remain cautious and prudent. 

25.Directorate capital programmes are set out in Appendix A, incorporating:

● Commitments from previous years (£66m);

● New earmarked resources (inclusive of government allocations) for 
2012/13 (£106m);

● Additional resources (Investing in Bristol's Future Package) provided by 
the administration £50m.

26.The following paragraphs summarise the principal projects that the 
programme will deliver excluding those already identified from the Investing in 
Bristol's Future package:

27.Children & Young People Services 

As part of the Schools Organisation Strategy, the Primary School places 
Cabinet report was presented and  approved by Cabinet on the 15th of 
December 2011.  This identified how the latest additional award of £18m and 
existing and provisional future allocations are to be allocated to address the 
immediate / short term shortfall of Primary pupil places.  The significant 
schemes that were approved are:

● May Park Primary – New Build (system Build / Modular) / Refurbishment
● Air Balloon Primary School - New Build (system Build / Modular )
● New provision of Primary Places in Redland, east of Whiteladies Road
● St Annes Infants and Junior School – Refurbishment / New Build (system 

Build / Modular )
● Begbrook Primary – New Build (system Build / Modular )
● Easton Cof E Primary School – Refurbishment
● The additional allocation of £20m from the Investing in Bristol's Future 

package will address any shortfalls in anticipated future allocations and assist 
with schemes over the medium term.  

The Secretary of State for Education announced in the summer of 2011 a 
national fund to support works at schools with high levels of outstanding 
repairs and maintenance issues and where there is a requirement to provide 
additional school places. Applications have been made and decisions are 
awaited.   The funding source in relation to the Secretary of State's 
announcement is privately financed and the Council and individual schools 
will require further details in relation to funding implications before any formal 
decisions are made.

Once a further announcement is made this will be reported and may be 
subject to a further cabinet report. 



28.City Development

● Investing in a low Carbon Future
● Avonmouth Wind Turbines  
● Bristol North Pool / Library Project
● Cycling City - the completion of infrastructure signing of routes together with 

progressing 20mph zones;
● Greater Bristol Bus Network - implementation of enhanced bus stops and 

shelters and introducing measures to improve bus reliability and traffic flow 
along key corridors;

● structural Highway Maintenance of carriageway and footways;
● completion of the Libraries renewal programme, and the disabled access 

project at City Museum and Art Gallery;
● Hengrove Park phase 1, completion of the serviced site to facilitate the 

Healthplex, hospital, Skills Academy and other developments;

● In addition, Bristol City Council with neighbouring authorities have 
successfully bid to the department of Transport for three infrastructure 
transport schemes costing £196m financed from government grant (£114m) 
with the remaining funded from neighbouring authorities and third party 
contributions (£82m), inclusive of Bristol City Council contribution (£42m) .  

The three schemes  are:-
Bus Rapid Transit (BRT) Ashton Vale to Temple Meads (Bristol) 
(£50m) 
South Bristol Link (£44m)
North Fringe to Hengrove BRT (Bristol) (£102m).

The approval of these schemes will be subject to a separate Cabinet report 
and are therefore not reflected within the proposed capital allocations.

29.  Health and Adult Social Care

● Investment in property and ICT to enhance the provision of Health and Adult 
Social Care for its service users.

● Investing in Bristol's Future package will provide £5.5m to be invested in Extra 
Care Housing Schemes.  Detailed plans will emerge following the present 
Social care consultations and will be subject to a future Cabinet report in 
March 2012 . 

30.  Neighbourhoods (Housing Revenue Account and General Fund)

● HRA investment of £42m (£43m in 2011/12) to maintain properties to the 
Bristol Homes Standard, progressing the prefab and precast concrete homes 
projects, provide disabled adaptations and build 12 new units.

● Private sector renewal and provision of new affordable homes;



● Parks  - £3.5m

● Regeneration Lockleaze - £1m 

● Crematoria - Mercury abatement works.

31.  Corporate Services

● progressing the New Ways of Working project, on an invest to save basis will 
be the subject of a future report to Cabinet;

● other transformation programmes, subject to the approval of business cases.
. 

Treasury Management Strategy 2012/13 - 2014/15

32.The Council's Treasury Management policies require the annual updating of 
the Treasury Management Strategy.

33.Prudential indicator targets for borrowing and lending are approved annually 
by Council.

34.The Minimum Revenue Payment policy is approved annually by Council.

35.The Treasury Management Strategy sets out our borrowing and lending 
expectations over the medium term.

36.The Treasury Management Strategy 2012 -15 is attached as Appendix B. The 
strategy sets out the framework within which officers will deliver the borrowing 
and lending activity on behalf of the council. The strategy complies with the 
Councils Treasury Management Policy Statement and the CIPFA code of 
practice on Treasury Management.

37.The policy requires an annual strategy to be reported to the Council outlining 
the expected Treasury Management activity for the forthcoming 3 years and 
covers:

● The Council's debt and investment projections - summarises  borrowing 
expectations to fund capital expenditure, any maturing debt and to meet 
operational requirements. Gross debt is expected to remain constant at 
£380m during 2012/13 (£380m projection as at 31/3/12) and set to rise to 
£420m over the medium term (excluding the borrowing requirement for HRA 
self Financing (£48m) that is subject to parliament approval).

● The expected movement in interest rates - Borrowing rates are expected to 
remain materially higher than the rates earned by the Council through the 
investment of its surplus cash so investments will be kept at a minimum;

● The Council's borrowing strategy - rates are expected to remain low in the 
short term but are likely to be more volatile in the medium to long term. 
Subject to changes in market conditions it is intended not to undertake any 



long term external borrowing during 2012/13, with cash balances used to 
temporarily fund the capital programme that will reduce the authority's levels 
of investment and subsequently reduce its counter-party risk.  However, in the 
event that borrowing is deemed advantageous the authority will borrow over 
periods determined as most advantageous at the time; 

● The Council's investment strategy - the primary objectives of the strategy are: 
the re-payment of the council's money, adequate access to funds and 
investment return. Investments will only be made with borrowers who are able 
meet our agreed and authorised selection criteria which includes, credit rating 
information, country and sector considerations and other supplementary 
information (Annex B1).

Prudential Indicators

38.An important element of the Treasury Management framework is the setting 
of Prudential Indicator targets by Council.  These are intended to set limits on:
● the extent of borrowing;
● the extent of debt financing costs; and the Council's exposure to risk in 

relation to changes in interest rates.

39.Proposed targets for 2012-15 are attached as Appendix C.  However, these 
may be altered to reflect changes or amendments to capital spend patterns 
and any revision in accounting requirements.

Minimum Revenue Payment

40.Regulations have been published which allow authority's to agree, from a 
number of options, the minimum amount of their outstanding debt that must 
repaid from revenue each year. After consideration of these options, the 
following basis is proposed for the calculation of the Minimum Revenue 
Provision (MRP) for the repayment of debt:

● for  capital  expenditure  incurred  before  1  April  2008 and for  future 
supported capital expenditure, the MRP will be based on the former 
DCLG regulations which is essentially 4% of general fund debt (there 
is no requirement to write down HRA debt);

● for  capital  expenditure incurred after  1  April  2008 and financed by 
unsupported borrowing, the MRP will be based on the estimated lives 
of the assets.

● This proposal maximises stability and minimises the increase in the 
MRP.

Fourth Capital Monitor 2011/12

Project and Programme Costs 

41.Spending on projects and programmes have been reviewed as at 21st of 
November and departments have agreed the spend profile.  The revised 
programme is set out in Appendix W. This has been incorporated into the 



2012/13 proposal (Appendix A)

42. In the majority of cases, projects are being delivered within approved 
allocations, but as mentioned in the Third Capital Monitoring Report (Cabinet 
24th November 2011) the principal exception is the City Docks scheme.

● City Docks - All planned works have now been completed under the 3 
phases of the Docks Investment Programme. The works at Netham 
identified additional urgent works that were prioritised as a necessity 
for inclusion in phase 3.  These works were undertaken on the basis of 
the availability of a further Environmental Authority grant of £300k, with 
confirmation of this funding anticipated to be received early in 2012.

43.Additions and amendments to the 2011/12 programme are set out in 
Appendix X/Y.

Investment Framework 2012-15

44.An Investment Framework is needed to show how the Council intends to 
manage new investment. It will also establish the framework for prioritising 
future investment.

45. In March 2010 BCC Cabinet approved a Delivery and Infrastructure 
Investment Plan (DIIP). This aimed to maximise investment from the Homes 
and Communities Agency (HCA), and included a number of housing, 
regeneration, and employment objectives. Reductions in the available funding 
from the HCA and a variety of new investment funding streams mean that a 
new approach needs to be taken to prioritise investment opportunities and 
identify other funding sources. The Investment Framework will replace the 
DIIP, but continue to reflect the objectives of the Core Strategy. The 
Framework also aligns with the strategic direction of the Local Enterprise 
Partnership.

46.The Investment Framework will support the commitment of resources, and 
identify funding or assets that are required to deliver them. It will be updated 
regularly as part of the Capital Programme. The Infrastructure and Delivery 
Board will be responsible for decisions relating to the prioritisation and 
funding of the projects in development.

47.The principle objectives of the Investment Framework are:

● To create quality places for people to work and live in, recognising Bristol's 
role at a sub-regional level;

● To accelerate investment and development in the city;

● To optimise the value of the Council's assets

48.  The Projects within the Framework are capital projects in development, that 
do not currently appear in the Capital Programme, with a total project cost of 
£500,000 or above. The following areas are excluded from the Framework:



● Transformation projects or programmes;

● Projects that are self-funding (do not require a Council financial contribution);

● Non-capital schemes;

● Projects with a value of less than £0.5m;

The Framework is a rolling programme  that will change as projects develop 
and new funding sources become available.

49.The Framework outlines recent funding initiatives and their constraints, so 
that their relationship with our projects can be understood (Appendix D). 
From this work a total of £4.3m has been identified as available funding  for 
Financial Year 2012-3 (from the New Homes Bonus).

50.Projects have been evaluated by a team of officers using an Evaluation 
Matrix, which is included at Appendix E.  

51.The list of evaluated priority projects is shown at Appendix F.  This list will be 
updated as other projects in development come forward.

52.  A number of projects have been put forward to receive support from the New 
Homes Bonus (NHB). The intention is to fund key regeneration projects for 
2012-3. The projects are:

● Empty Homes- An allocation of £300k towards funding CPO costs for 
empty homes in private ownership. 

● Carriage Works - An allocation of £675k towards funding the 
development of the project;

● £500k of the NHB  towards affordable housing units- £500k for 20 units 
(three projects selected- Wilder St, Masons Arms, Red Hart PH,)  this 
will enable the Council to negotiate Social Rented units on these sites;

● Contingency fund- The remaining NHB money is to be kept back for 
future allocation when the Investment Framework  is  updated later in 
the year; 

Consultation and scrutiny input:

a. Internal consultation
Directorate Finance Business Partners

b. External consultation
None



Risk management / assessment

53.The principal risks associated with the capital programme are:
● overspending on projects or programmes.  There are a number of major 

projects in the programme which depend on local discretionary resources, 
and prudent cost planning and good project management are required;

● failure to collect all resources expected to finance schemes leading to calls 
on other capital monies and/or revenue;

● failure to raise the necessary receipts.  Progress against the receipts 
programme is monitored closely.  As indicated above, the deterioration in 
property market conditions has had a substantial impact;

● failing to match resources to priorities.  This risk is reduced by the 
development of Asset Management Plans.  It should, however, be noted 
that the proposals for the use of non-earmarked funds still leave a number 
of investment needs unfunded.

54.The position in relation to the risk registers of major capital projects is 
regularly reported to the Cabinet as part of the quarterly capital programme 
management report.  

55.Borrowing and lending activity is reported quarterly to the Executive Member 
for Corporate Services.

56.The principal risks associated with treasury management are:

● the risk of loss as a result of failure of counterparties

This is mitigated by limiting the types of investment instruments used, 
setting lending criteria for counterparties, and limiting the extent of 
exposure to individual counterparties;

● the risk of loss as a result of borrowing at high rates of interest/lending at 
low rates of interest.

This is mitigated by planning and undertaking borrowing and lending in the 
light of advisers' assessments of future interest rate movements, and by 
undertaking most long term borrowing at fixed rates of interest (to reduce 
the volatility of capital financing costs).

Public sector equality duties:

57.There are no proposals in this report which require either a statement as to 
the relevance of public sector equality duties or an Equalities Impact 
Assessment.

Environmental Checklist / eco impact assessment

58.Not applicable.



Resource and legal implications:
Finance

a. Financial (revenue) implications:

Advice given by Jon Clayton – Principal Accountant
Date 06/01/2012

59.Capital Programme - The financing costs arising from planned borrowing are 
provided for in the draft revenue budget and medium term financial plan.

The annual debt financing costs of the Investing in Bristol's Future Package is 
estimated to be £0.84m in 2012/13, £2.1m in 2013/14, and £3.2m per annum 
thereafter.

The debt financing costs of prudentially borrowing £3.5m for Parks 
enhancements,  £1m Regeneration of Lockleaze, and £380k to upgrade 
Jubilee Swimming pool is estimated to be £160k in 2012/13, and £290k per 
annum thereafter. 

Any additional operating costs of the Investing in Bristol's Future schemes will 
be allocated through the MTFP process to the relevant department.

60.Treasury Strategy - The strategy is consistent with the 2012/13 revenue 
budget which provides for net capital financing costs of £14.9m.  Financing 
costs will rise in subsequent years as a result of increasing net indebtedness, 
primarily relating to the capital programme.

b. Financial (capital) implications:

Advice given by Jon Clayton – Principal Accountant
Date 06/01/2012

61.As set out in the report.

c. Legal implications: 

Advice given by Colin Honnor – For Head of Legal Services
Date 06/01/2012

62.The Council is under a duty to manage its financial affairs prudently.  It should 
also be noted that this report only deals with the allocation and management 
of finances and not to the projects and other matters that they relate.

c. Land / property implications:

Advice given by Rod Taplin – Corporate Property Manager
Date 06/01/2012



63. Investment in the property portfolio will enhance and maintain our stock to 
ensure sustainable application of the resource in delivering our services.

d. Human resource implications:

64.Not applicable

Appendices:
A.  Capital programme 2012-2015.
A1 Investing in Bristol's Future package
B.  Treasury Strategy 2012-2015.
C.  Prudential Indicators and lending limits.
D. Investment Framework - Summary
E. Investment Framework- Project Evaluation Matrix
F. Investment Framework-Priority Project List 
W. Capital Programme 2011/12
X. Additions to the 2011/12 Capital Programme
Y. Proposed virements to the 2011/12 Capital Programme

Access to information (background papers):

Relevant working papers in the Corporate Finance Team including:
● Background Papers:
● Government allocation letters
● Relevant working papers in the Finance Division.

























 
Appendix B 

Treasury Management Strategy 2012/13 – 2014/15 
 

1. The treasury management service is an important part of the overall financial 
management of the Council’s affairs.  Treasury Management is defined as: 

 

“The management of the local authority’s investments and cash flows, its 
banking, money market and capital market transactions; the effective control 
of the risks associated with those activities; and the pursuit of optimum 
performance consistent with those risks. ”  

 

2. The Local Government Act 2003 requires the Council to adopt the CIPFA 
Prudential Code and produce prudential indicators.  Each indicator either 
summarises the expected capital activity or introduces limits upon that activity, 
reflecting the outcome of the Council’s underlying capital appraisal systems.  The 
prudential indicators in Appendix C and C1 consider the affordability and impact 
of capital expenditure decisions, and set out the Council’s overall capital 
framework.  The treasury service considers the effective funding of these 
decisions.  Together they form part of the process which ensures the Council 
meets its balanced budget requirement under Section 33 of the Local 
Government Finance Act 1992.  Section 32 requires a local authority to calculate 
its budget requirement for each financial year to include the revenue costs that 
flow from capital financing decisions. 

3. The Council’s treasury activities are strictly regulated by statutory 
requirements and a professional code of practice (the CIPFA Code of Practice on 
Treasury Management).  This Council has previously adopted the Code of 
Practice on Treasury Management and the adoption meets the requirements of 
the first of the treasury management prudential indicators. 

4. As a result of adopting the Code the Council also adopted a Treasury 
Management Policy Statement.  This adoption is the requirements of one of the 
prudential indicators.  The revised Code of Practice was issued in November 
2011. 

5. The policy requires an annual strategy to be reported to Council outlining the 
expected treasury activity for the forthcoming 3 years.  A key requirement of this 
report is to explain both the risks, and the management of the risks, associated 
with the treasury service.  A further treasury report is produced after the year-end 
to report on actual activity for the year. A mid-year monitoring report is also 
produced and reported to Cabinet to outline the half year performance and any 
changes to the approved strategy.. 

6. This strategy covers: 

• The Council’s debt and investment projections;  
• The Council’s estimates and limits on future debt levels; 
• The expected movement in interest rates; 
• The Council’s borrowing and investment strategies; 
• Treasury performance indicators; 
• Specific limits on treasury activities; 
• Any local treasury issues. 

• Summary of risk management procedure 



• Member reporting 

• Ethical investment policy 

• Icelandic Banks 

• HRA Self Financing 

 

Debt and Investment Projections 2012/13– 2014/15 
7. The borrowing requirement comprises the expected movement in the CFR 
and any maturing debt, which will need to be re-financed.  The table below shows 
this effect on the treasury position over the next three years.  The expected 
maximum debt position during each year represents the Operational Boundary 
prudential indicator, and so may be different from the year-end position.  The 
table also highlights the expected change in investment balances. 

 

 2011/12 
Revised 

£m 

2012/13 
Estimated

£m 

2013/14 
Estimated 

£m 

2014/15 
Estimated 

£m 
External Debt 
Debt at 1 April  360 380 380 390 
Debt maturing - - (10) - 
New long-term debt 20 - 20 30 
Gross Debt  at 31 March 380 380 390 420 
Other Long-term Liabilities 152 146 142 137 
Total Debt 532 526 532 557 

 
Investments 
Total Investments at 31 
March 

(90) (60) (36) (33) 

Net Debt* 442 466 496 524 
*As per September 2011 Capital Finance Budget Forecast- excludes HRA Self Financing. 

 

8. The Council is not expected to take any new long-term borrowing during 
2012/13 as capital expenditure will be met with existing investment balances.  
This will also enable the Council to reduce its counterparty risk. 

9. The expected change in debt is the difference in debt repaid during the year 
and additional new debt added to the current debt portfolio.   

10. Future years borrowing requirements have been built into the forecast.  The 
related impact of the above movements on the revenue budget are: 

 

 

 

 

 

 

 

 



 2011/12 
Revised 

£m 

2012/13 
Estimated 

£m 

2013/14 
Estimated 

£m 

2014/15 
Estimated 

£m 
Revenue Budgets*     
 Interest on Borrowing  18 20 21 22 
Related HRA Charge (8) (8) (9) (9) 
Other Activities 4 5 5 6 
Net General Fund 
Borrowing Cost 

14 15 14 15 

Investment income (2) (1) (1) (2) 
Net Forecast Position  12 16 16 17 

*As per September 2011 Capital Finance Budget Forecast 

 

11. The HRA debt charge in the above table is based on the Item 8 debit 
determination methodology.  As of 1st April 2012, the Item 8 methodology will be 
replaced with the HRA Self Finance system, subject to the Localism Bill being 
passed by Parliament.  Under the HRA Self Finance system, the HRA debt 
charges will be as per the table below.  Debt charges have been calculated 
according a CFR split of 53% to HRA (47% to General Fund): 

 

 2011/12 
Revised 

£m 

2012/13 
Estimated 

£m 

2013/14 
Estimated 

£m 

2014/15 
Estimated 

£m 
HRA Debt Charge on 
Existing Debt 

    

As per Item 8 Determination (8) (8) (9) (9) 
     
As per Self Finance - (9) (10) (10) 

 

Limits to Borrowing Activity 

12. Within the prudential indicators there are a number of key indicators to ensure 
the Council operates its activities within well defined limits 

13. The Operational Boundary- This is the limit beyond which external borrowing 
is not normally expected to exceed.   

 

Operational 
Boundary 

2011/12 
Revised 

£m 

2012/13 
Estimated 

£m 

2013/14 
Estimated 

£m 

2014/15 
Estimated 

£m 
Gross Borrowing 380 380 390 420 
Other long term 
liabilities 

152 146 142 137 

Total Borrowing 532 526 532 557 
 

14. The Council needs to ensure that its total borrowing net of any investments, 
does not, except in the short term, exceed the total of the CFR in the preceding 



year plus the estimates of any additional CFR for 2012/13 and the following two 
financial years (the relevant comparative figures are highlighted).  This allows 
some flexibility for limited early borrowing for future years, but ensures that 
borrowing is not undertaken for revenue purposes.       

 

 2011/12 
Revised 

£m 

2012/13 
Estimated 

£m 

2013/14 
Estimated 

£m 

2014/15 
Estimated 

£m 
Gross Borrowing 380 380 390 420 
Other long term 
liabilities 

152 146 142 137 

Total Borrowing 532 526 532 557 
Investments (90) (60) (36) (33) 
Net Borrowing 442 466 496 524 
CFR (excluding HRA 
SF) 

638 651 669 679 

     
HRA SF Settlement* 48 48 48 48 
CFR (including HRA 
SF) 

686 699 717 727 

*Indicative settlement as at 22nd November 2011 

 

15. The Service Director-Finance reports that the Council complied with this 
prudential indicator in the current year and does not envisage difficulties for the 
future.  This view takes into account current commitments, existing plans, and the 
proposals in this budget report.  

 

16. The Authorised Limit for External Debt – A further key prudential indicator 
represents a control on the overall level of borrowing.  This represents a limit 
beyond which external debt is prohibited, and this limit needs to be set or revised 
by 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.   

17. The Authorised Limit 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 no 
control has yet been exercised. 

18. The Council is asked to approve the following Authorised Limit: 

 

Authorised Limit 
(Excluding HRA SF) 

2011/12 
Revised 

£m 

2012/13 
Estimated 

£m 

2013/14 
Estimated 

£m 

2014/15 
Estimated 

£m 
Borrowing 670 685 703 720 

 

Expected Movement in Interest Rates & Economic Commentary  

 
Medium-Term Rate Estimates  



 

Borrowing Rates at 22 November 2011 

19. The outlook for the global economy remains clouded with uncertainty with the 

ctions due in November 2012, 

vernment’s austerity measures, aimed at getting the public sector 

d, worryingly, the 

2012 given the deterioration of growth prospects.     

Now Dec-11 Mar-12 Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13 Mar-14 Jun-14 Sep-14 Dec-14 Mar-15
% % % % % % % % % % % % % % %

BANK RATE 0.50     0.50     0.50    0.50    0.50     0.50     0.50    0.50    0.75     1.00     1.25    1.50    2.00     2.25     2.50    
3 month LIBID 0.87     0.70     0.70    0.70    0.70     0.70     0.75    0.80    0.90     1.20     1.40    1.60    2.10     2.40     2.60    
6 month LIBID 1.16     1.00     1.00    1.00    1.00     1.00     1.10    1.20    1.40     1.60     1.80    2.00    2.50     2.70     2.90    
12 month LIBID 1.65     1.50     1.50    1.50    1.50     1.50     1.70    1.80    1.90     2.20     2.40    2.60    3.10     3.20     3.30    

5 yr PWLB 2.25     2.30     2.30    2.30    2.30     2.40     2.50    2.60    2.70     2.80     2.90    3.10    3.30     3.50     3.70    
10 yr PWLB 3.33     3.30     3.30    3.30    3.40     3.40     3.50    3.60    3.70     3.80     4.00    4.20    4.40     4.60     4.80    
25 yr PWLB 4.24     4.20     4.20    4.20    4.30     4.30     4.40    4.50    4.60     4.70     4.80    4.90    5.00     5.10     5.20    
50 yr PWLB 4.26     4.30     4.30    4.30    4.40     4.40     4.50    4.60    4.70     4.70     4.90    5.00    5.10     5.20     5.30    

* 
 

UK economy struggling to generate sustained recovery that offers any optimistim 
for the outlooks for 2011 and 2012, or possibly even into 2013.  Consumer and 
business confidence levels are low and with little to boost sentiment, it is not easy 
to see potential for a significant increase in the growth rate in the short term. 

20. At the centre of much of the uncertainty is the ongoing Eurozone sovereign 
debt crisis, which has intensified, rather than dissipated throughout 2011.  
Ireland, Portugal and Greece have all required assistance from the Eurozone 
members and the IMF in the form of a bailout package.  In the case of the latter 
there is concern around Greece’s ability to reform its economy, thus the risk of a 
default on its liabilities.There is also growing concern about the situation in Italy 
and its ability to repay its liabilities given the poor rate of economic growth in over 
the last decade and the lack of political will to address the need for fundamental 
reform in the country, although this is now being addressed by a change in 
political leadership and a technocrat cabinet.  It is likely that some form of 
financial assistance may come in the near future.   

21. The US economy- with the next Presidential ele
the current administration has been hamstrung by political gridlock with the two 
houses split between the main parties.  High levels of consumer indebtedness, 
unemployment, and a moribund housing market are weighing heavily on 
consumer confidence and so on the abiltity to generate sustained economic 
growth. 

22. The UK Go
deficit into order over the next four years, have yet to fully impact on the 
economy.  However, coming at a time when economic growth has virtually 
flatlined and concerns at the risk of a technical recession (two quarters of 
negatibe growth) in 2012, it looks likely that the private sector will not make up for 
the negative impact of these austerity measures given the lack of an export led 
recovery due to the downturn in our major trading partner – the EU.  The housing 
market, a gauge of consumer confidence, remains weak and the outlook is for 
house prices to be little changed for a prolonged period. 

23. GDP growth has flatlined since the election of 2010 an
economic forcecasts for 2011 and 2012 have been revised lower on a near 
quarterly basis as the UK recovery has, effectively, stalled.  With fears of a 
potential return to recession the Bank of England embarked on a second round of 
Quantitive Easing to stimulate ecomnomic activity.  With the impact of the 
Government’s austerity strategy impacting the trend for 2011 of steadily 
increasing unemployment, there are limited prospects for any improvement in 



24. For the last two years, the MPC’s contention has been that high inflation was 
the outcome of temporary external factors and other one offs (e.g. changes in 

ment policy at deficit reduction.  

ere does, however, appear to be consensus among 

 the currency itself; 

 need to rebalance the economy from services to exporting 

• 
 that have been based upon levels of growth that 

• 

ading partners, in particular the 
g that recession could return to 

• 

in 2012 or 2013; 

• potential for protectionism i.e. an escalation of the currency war / trade 

 

27. The weighted to the downside. Lack of 
economic growth, both domestically and overseas, will impact on confidence 

suance in other 
major western countries.  Given the weak outlook for economic growth, the 

VAT); that view remains in place with CPI inflation standing at 5.2% at the start of 
quarter 4 2011.  They remain of the view that the rate will fall back to, or below, 
the 2% target level within the two-year horizon. 

25. The ratings agencies have recently reaffirmed the UK’s AAA sovereign rating 
and have expressed satisfaction with Govern
They have, though, warned that this could be reviewed if the policy were to 
change, or was seen to be failing to achieve its desired outcome.  This credit 
position has ensured that the UK government is able to fund itself at historically 
low levels and with the safe haven status from Eurozone debt also drawing in 
external investment the pressure on rates has been down, and looks set to 
remain so for some time. 

26.  Economic forecasting remains troublesome with so many extermal influences 
weighing on the UK. Th
analysts that the economy remains weak and whilst there is still a broad range of 
views as to potential performance, they have all been downgraded throughout 
2011. Key areas of uncertainty include: 

• a worsening of the Eurozone debt crisis and heightened risk of the 
breakdown of the bloc or even of

• the impact of the Eurozone crisis on financial markets and the banking 
sector; 

• the impact of the Government’s austerity plan on confidence and growth 
and the
manufactured goods; 

the under-performance of the UK economy which could undermine the 
Government’s policies
inceasingly seem likely to be undershot; 

a continuation of  high levels of inflation ; 

• the economic performance of the UK’s tr
EU and US, with some analysts suggestin
both; 

stimulus packages failing to stimulate growth; 

• elections due in the US, Germany and France 

dispute between the US and China. 

 overall balance of risks remains 

putting upward pressure on unemployment. It will also further knock levels of 
demand, which will bring the threat of recession back into focus. 

28. The longer run trend is for gilt yields and PWLB rates to rise due to the high 
volume of gilt issuance in the UK, and the high volume of debt is



prospects for any interest rate changes before mid-2013 is very limited.  There is 
potential for the start of Bank Rate increases to be even further delayed if growth 
disappoints. 

 

 Borrowing Strategy 2012/13 – 2014/15 
29. he Council is currently maintaining an under-borrowed position.  This means 

l Financing Requirement) has not been 
rting the Council’s reserves, balances 

nance, under delegated powers, will take the most appropriate 

nitor 

 debt rescheduling more 

 future years.  It is anticipated that funding from the 

ver, in view of the overall forecast for long term borrowing 
rates to

• 

T
that the capital borrowing need (the Capita
fully funded with loan debt as cash suppo
and cash flow has been used as a temporary measure.  This strategy is prudent 
as investment returns are low and counterparty risk is high and will be maintained 
for the borrowing excluding the HRA reform settlement. 

30. The uncertainty over future interest rates increases the risks associated with 
treasury activity.  As a result the Council will take a balanced risk approach to its 
treasury strategy. 

31. Long-term fixed interest rates are at risk of being higher over the medium 
term, and short term rates are expected to rise, although more modestly.  The 
Service Director-Fi
form of borrowing depending on the prevailing interest rates at the time, taking 
into account the risks shown in the forecast above.  It is likely that shorter term 
fixed rates may provide lower cost opportunities in the short/medium term.   

32. With the likelihood of long term rates increasing, debt restructuring is likely to 
focus on switching from longer term fixed rates to cheaper shorter term debt, 
although the Service Director-Finance and treasury consultants will mo
prevailing rates for any opportunities during the year. 

33. Following the PWLB rate increase in October’s 2010 Comprehensive 
Spending Review, PWLB rates continue to remain 1% over Gilt yields in 
comparison to the past.  This will make PWLB
problematic in the future. 

34. Although the option of postponing borrowing and running down investment 
balances strategy has been applied throughout 2011/12, this approach will 
continue to be applied in
PWLB will be in the form of short-term loans (1-10 years) that coincide with the 
Council’s current debt maturity profile.  Nonetheless, alternative maturity 
durations in excess of ten years will also be considered where there is value to 
the Council.  In the event that investment balances would rise in the future due to, 
for example, unforeseen grants then any form of borrowing will be postponed.  
This would reduce counterparty risk and hedge against the expected fall in 
investments returns. 

35. The Councils borrowing strategy will give consideration to new borrowing in 
the following ways: 

• The cheapest borrowing will be internal borrowing by running 
down cash balances and foregoing interest earned at historically low 
rates.  Howe

 increase over the next few years, consideration will also be given 
to weighing the short term advantage of internal borrowing against 
potential long term costs if the opportunity is missed for taking market 
loans at long term rates which will be higher in future years. 

PWLB loans for up to 10 years where rates are expected to be 
significantly lower than rates for longer periods.  This offers a range of 



options

• 
portunity to lock into low value long-

term fin

• 
r the equivalent maturity period (where available) and to 

mainta

• 
e advantageous to time new borrowing for the start of 

the yea

 

36. It is expected that no borrowing will be undertaken in 2012/13.  Cash 
balances will be used to temporarily fund the Capital Programme, that will reduce 

7. Temporary Borrowing- The Council will seek to undertake temporary 
orrowing (less than one year) loans to cover day-to-day cashflow requirements 

nsfer has passed, thus resulting in 

agement Group meeting.  An interim 

0. Policy on borrowing in advance of need- The Council will not borrow more 
an or in advance of its needs purely in order to profit from the investment of the 

aturity profile of the existing debt portfolio which supports the need 
to take funding in advance of need; 

 for new borrowing, which will spread debt maturities away from a 
concentration in longer dated debt. 

PWLB loans in excess of 10 years where rates are considered to 
be low and offer the Council the op

ance.   

Long term fixed rate market loans at rates significantly below 
PWLB rates fo

ining an appropriate balance between PWLB and market debt in 
the debt portfolio. 

Rates are expected to gradually increase during the year so it 
should therefore b

r.     

the council’s levels of investment and subsequently reduce its counter party-risk.  
However, in the event that borrowing is deemed advantageous in 2012/13 then 
the Council will seek to borrow long-term loans below a target rate of 5.00% and 
short-term- medium-term loans below a target rate of 3.00%.  

 

3
b
as and when required.  Such a decision will be based on the availability of and 
access to cash in deposit accounts and money market funds to cover the 
cashflow requirement, as well as the difference in the interest rate for the 
temporary loan and cash held in money market funds and deposit accounts.  For 
efficient cash management a temporary loan would be favoured where the cost of 
temporary borrowing is cheaper than withdrawing cash from high interest earning 
deposit accounts or money market funds.  

38. Temporary borrowing will also be considered when the draw down deadline 
for a deposit account for same day tra
borrowing cash from the money markets. 

39. The Service Director- Finance will be kept informed of the temporary loans 
outstanding at the monthly Treasury Man
temporary loans strategy will also be agreed on a monthly basis with the Service 
Director- Finance. 

 
4
th
extra sums borrowed.  Any decision to borrow in advance will be considered 
carefully to ensure value for money can be demonstrated and that the Council 
can ensure the security of such funds. 

41. In determining whether borrowing will be undertaken in advance of need the 
Council will:  

• Ensure that there is a clear link between the capital programme 
and m



• Ensure the ongoing revenue liabilities created, and the 
implications for the future plans and budgets have been considered; 

Evaluate the economic and m• arket factors that might influence the 
manne

• g; 

iles to use; 

il 
require

unterparty risk, 
and oth

42. Bor

• It will be limited to no more than the total gross borrowing available 
as forecasted by the latest Capital Financing Budget.  The current total 

 in September 
2011 C

 

43. Ris
apprais reporting through the quarterly Executive 
Member reporting and the mid-year or Annual reporting mechanism.  

ring is now 
much less ttractive than it was historically. 

value for money grounds if using 

o short term debt.  However, these savings will 

48. Con d
for makin nvestment balances to repay debt 

r and timing of any decision to borrow;  

Consider the merits and demerits of alternative forms of fundin

• Consider the alternative interest rate bases available, the most 
appropriate periods to fund and repayment prof

• Consider the impact of borrowing in advance on temporarily (unt
d to finance capital expenditure) increasing investment cash 

balances and the consequent increase in exposure to co
er risks, and the level of such risks given the controls in place to 

minimise them. 

 

rowing in advance will be made within the constraints that:  

gross borrowing available for 2011/12 is £58m (as reported
apital Finance Budget). 

ks associated with any advance borrowing activity will be subject to 
al in advance and subsequent 

 

44. Debt Rescheduling-  The widening of the difference between new borrowing 
and repayment rates has meant that PWLB to PWLB debt restructu

a

45. In particular, consideration would have to be given to the large premiums that 
would be incurred by prematurely repaying existing PWLB loans and it is very 
unlikely that these could be justified on 
replacement PWLB refinancing.   

46. As short term borrowing rates will be considerably cheaper than longer-term 
rates, there may be potential for some residual opportunities to generate savings 
by switching from long-term debt t
need to be considered in the light of the size of premiums incurred, their short 
term nature, and the likely cost of refinancing those short term loans, once they 
mature, compared to the current rates of longer term debt in the existing debt 
portfolio.  

47. The reasons for any rescheduling to take place will include: - 

• The generation of cash savings and / or discounted cash flow savings; 

• Helping to fulfil the strategy outlined above; 

• Enhance the balance of the portfolio (amend the maturity profile 
and/or the balance of volatility). 

 

si eration will also be given to identify if there is any residual potential left 
g savings by running down i



prematurely as short term rates on investments are likely to be lower than rates 

t at the earliest meeting following its action. 

0. The Localism Bill received Royal Assent on the 15th of November 2011 and 
ubject to the passing of the Bill by Parliament, a self-financing system is to be 

he new arrangements 

untable with respect to levels of rent 

he Department for Communities 

 compelling reason to 

 

 

Investment Strategy 2012/13 – 2014/15 

stment policy has regard to the CLG’s 
ents (“the Guidance”) and the 2011 

revised CIPFA Treasury Management in Public Services Code of Practice and 

ing a third objective.  

paid on current debt.   

49. All rescheduling will be reported to the Leader of the Council and the 
Assistant Cabinet Member for Financial Management, Resources Scrutiny 
Committee, and Cabine

 

Borrowing for HRA Self Financing Purposes 
5
s
introduced for the HRA.  If the bill is agreed as expected t
will apply from the following financial year.   
51. The aim of the reforms is to give local authorities the resources, incentives, 
and flexibility to manage their housing stock efficiently and effectively.  Tenants 
will also be able to hold their landlord acco
collected and services the tenant has received.   

52. At present the Authority makes a subsidy payment to Central Government but 
under the new proposal the Authority will be required to buy itself out of the 
subsidy system by making a one off payment to t
and Local Government (DCLG) of £48m on the 28th March 2012.  Therefore 
separate borrowing solely for this purpose is anticipated.   

53. The PWLB are providing loans at interest rates 0.85-0.89% lower than the 
usual PWLB interest rates solely for the settlement requirements that can be 
applied for on the the 26th March 2012.  This provides a
utilise this borrowing availability.  The exact structure of debt to be drawn is 
currently being considered by officers to ensure it meets the requirements of the 
HRA business plan and the overall requirements of the Council.    The HRA has 
been set a maximum ceiling limit of £258m, which will form the new capital 
financing requirement limit for HRA capital expenditure.   

54. Any decisions will be reported to the appropriate decision making body at the 
next available opportunity.  The impact on prudential indicators is discussed later 
in this report. 

 
55. Investment Policy- The Council’s inve
Guidance on Local Government Investm

Cross Sectoral Guidance Notes (“the CIPFA TM Code”).   

56. The Council’s investment strategy primary objectives are safeguarding the re-
payment of the principal and interest of its investments on time first and ensuring 
adequate liquidity second – the investment return be
Following the economic background above, the current investment climate has 
one over-riding risk consideration that of counterparty security risk.  As a result of 
these underlying concerns officers are implementing an operational investment 
strategy, which tightens the controls already in place in the approved investment 
strategy. 

 



57. Current Strategy 2011/12- The current strategy is to postpone additional 
new borrowings and fund the existing capital programme by using surplus 

vestment balances.  This would enable the Council to reduce its investment 
ash balances and thus reduce counterparty risk exposure.  Furthermore, the 

rising over the medium term.  
ank Rate forecasts for financial year ends (March) are as follows:  

59. The   these forecasts if recovery from the recession 
proves to be weaker and slower than currently expected, therefore resulting in the 
Bank Rate to remain static at 0.50% for longer than forecasted. 

  

 

62. For ts il will seek to utilise its 
busine r money market funds and short-
dated fixed term deposits in order to benefit from the compounding of interest.   

s 
and counterparty criteria.  The purpose of the benchmark is that officers will 
monitor the current and trend position and amend the operational strategy 

in
c
current investment strategy is to invest deposits with UK financial institutions that 
meet the Councils credit rating criteria as well as those institutions that have been 
part/semi/fully nationalised by the UK Government. 

 

58. Interest Rate Outlook- Bank Rate has been unchanged at 0.50% since 
March 2009.  Bank Rate is forecast to commence 
B

• 2011/ 2012  0.50% 

• 2012/ 2013  0.50% 

• 2013/ 2014  1.25% 

• 2014/ 2015  2.50% 

 

re is downside risk to

60. The Council will avoid locking into longer term deals while investment rates 
are down at historically low levels unless attractive rates are available with 
counterparties of particularly high creditworthiness which make longer term deals 
worthwhile and within the risk parameters set by this council.  

61. The suggested budget for investment returns on investments placed for up to 
three months during each financial year is as follows (as per September 2011 
Capital Financing Budget):  

• 2011/12  0.50%   

• 2012/13  0.50%   

• 2013/14  1.00% 

• 2014/15  2.25%  

 i  cash flow generated balances, the Counc
ss eserve accounts, Notice accounts, 

 

63. Risk Benchmarking – These benchmarks are simple targets (not limits) and 
so may be breached from time to time, depending on movements in interest rate

depending on any changes.  Any breach of the benchmarks will be reported, with 
supporting reasons in the quarterly Executive Member report and the Mid-Year or 
Annual Report. 

64. The Security, Liquidity, Yield (SLY) benchmarking will be modelled on a 
quarterly basis and reported through the treasury management quarterly monitors 
and the Executive Member report.   



65. Security - The Council’s maximum security risk benchmark for the current 
portfolio, when compared to these historic default tables, is: 

• 0.00% (AAA rated) to 0.08% (A rated) historic risk of default when 

66. 

 Bank overdraft - £5m 

eek’s notice. 

 benchmark is expected to be a minimum of a day 
ith . 

67.

 Investments – Internal returns above the 7 day LIBID rate 

68.  year is:  

compared to the whole portfolio.  This would reflect the Councils counterparty 
credit rating criteria. 

 

Liquidity – In respect of this area the Council seeks to maintain: 

•

• Liquid short-term deposits of at least £40m available with a w

• Weighted Average Life
w  a maximum of 1 year

 

 Yield - Local measures of yield benchmarks are:  

•

 

And in addition that the security benchmark for each individual

 1 year 2 years 3 years 4 years 5 years 
Maximum Credit 
Ris

0.08% 0.22% 0.37% 0.52% 0.70% 
k 
Source: Fitch, Moodys & year a ulativ s/ Sec er 201

ote: This benchmark is an average risk of default measure, and would not 

9. Whilst the SLY benchmarking serves as an internal measure of performance 

3 year cashflow forecasts that are maintained on a daily 

at 

70. The
membe ort.  Any breach in the security of the investment is reported 
immediately to the Service Director-Finance, Internal Audit and the Executive 

 the Council’s investment criteria is the security of its investments, 
although the yield or return on the investment is also a key consideration.  After 
this main principle the Council will ensure: 

S+P 20-30 verages cum e default rate tor- Decemb 1 

 

N
constitute an expectation of loss against a particular investment.   

6
against benchmarking targets set (as above), the current early warning and 
reporting system is: 

• Security- Lowest common denominator approach to the management 
of counterparties; removal of counterparties if credit ratings deteriorate. 

• Liquidity- 
basis; instant access deposit accounts that hold cash balances to support 
daily cashflow requirements; short-term fixed deposit investments th
seek to maintain cashflow requirements greater than 1 month. 

• Yield- return on investments greater than or equal to the 7 day LIBID 
rate. 

 

 current practice is to report the above via the quarterly Executive 
r rep

Member. 

 

71. Investment Counterparty Selection Criteria - The primary principle 
governing



• It maintains a policy covering both the categories of investment types it will 
invest in, criteria for choosing investment counterparties with adequate 
security, and monitoring their security.  This is set out in the Specified and 
Non-Specified investment sections below. 

 principal sums invested.   

72.
with
for hooses 
Specified and Non-Specified investments as it provides an overall pool of 

n institution is rated by two agencies, one meets the 

rating watches (notification of a likely change), rating outlooks 

ountry which has a minimum 

i ember has approved the inclusion of, which 
eliminated by the Lowest Common Denominator 

And g Fitch (or equivalent Moody’s 
and

i.

ody’s only) 

• It has sufficient liquidity in its investments.  For this purpose it will set out 
procedures for determining the maximum periods for which funds may 
prudently be committed.  These procedures also apply to the Council’s 
prudential indicators covering the maximum

 

 The Service Director-Finance will maintain a counterparty list in compliance 
 the following criteria and will revise the criteria and submit them to Council 
approval as necessary.  This criteria is separate to that which c

counterparties considered high quality the Council may use rather than defining 
what its investments are.   

73. The rating criteria use the lowest common denominator method of selecting 
counterparties and applying limits.  This means that the application of the 
Council’s minimum criteria will apply to the lowest available rating for any 
institution.  For instance if a
Council’s criteria, the other does not, the institution will fall outside the lending 
criteria.  This is in compliance with a CIPFA Treasury Management Panel 
recommendation in March 2009 and the CIPFA Treasury Management Code of 
Practice. 

74. Credit rating information is supplied by our treasury consultants on all active 
counterparties that comply with the criteria below.  Any counterparty failing to 
meet the criteria would be omitted from the counterparty (dealing) list.  Any rating 
changes, 
(notification of a possible longer term change) are provided to officers almost 
immediately after they occur and this information is considered before dealing.  
For instance a negative rating watch applying to a counterparty at the minimum 
Council criteria will be suspended from use, with all others being reviewed in light 
of market conditions and the applicable action taken by the treasury management 
team.  

75. The criteria for providing a pool of high quality investment counterparties 
(both Specified and Non-specified investments) is: 

• Banks 1 - Good Credit Quality – the Council will only use banks which: 

i.Are UK banks;  

ii.Are non-UK and domiciled in a c
Sovereign long term rating of AA 

ii.The Executive M
were previously 
methodology (i.e. adding institutions back onto the lending list) 

have, as a minimum, the followin
 Standard and Poors) credit ratings (where rated): 

Short Term – F1 (or equivalent) 

ii.Long Term – A (or equivalent) 

iii.Individual / Financial Strength – B/C Fitch / Mo



i

• Banks  – Lloyds Bank and Royal Bank 
of Scotlan they 
continue to . 

• Banks 3 - for transactional purposes if the 

se all Societies which: 

 of £250m 

• UK Gov

• Local A

se of Non-Specified 

Scheme- Under this scheme the Council is 
q ith Lloyds TSB for a period of 5 years.  This 

nvestment, and is therefore outside of the Specified / Non-

76. 
cou
cou  chosen by the credit rating of the Sovereign state in 
Ban

77. e atings – Additional 
req e  supplement 
cre arily on the 
application of credit ratings to provide a pool of appropriate counterparties for 

v.Support – 1/2/3 (Fitch only) 

2 – Part nationalised UK banks
d (including subsidiaries).  These banks can be included if 
 be part nationalised or they meet the ratings in Banks 1 above

 – The Council’s own banker
bank falls below the above criteria, although in this case balances will be 
minimised in both monetary size and time. 

• Bank Subsidiary and Treasury Operations – The Council will use these 
where the parent bank has provided an appropriate guarantee or has the 
necessary ratings outlined above.  

• Building Societies  – the Council will u

i.Meet the ratings for banks outlined above or 

ii.Have assets in excess

• Money Market Funds – AAA rated 

ernment (including gilts and the DMADF) 

uthorities, Parish Councils etc 

• Supranational institutions 

• A limit of £30m will be applied to the u
investments  

• Local Authority Mortgage 
re uired to place funds of £1m, w
is classified as being a service investment, rather than a treasury 
management i
specified categories. 

  
Country and sector considerations - Due care will be taken to consider the 
ntry, group and sector exposure of the Council’s investments.  In part the 
ntry selection will be
ks 1 above.  In addition: 

•  No more than 25% of the investment portfolio will be placed with any non-
UK country at any time; 

• Limits in place above will apply to Group companies; 

• Sector limits will be monitored regularly for appropriateness. 

 

Us  of additional information other than credit r
uir ments under the Code of Practice now require the Council to
dit rating information.  Whilst the above criteria relies prim

officers to use, additional operational market information will be applied before 
making any specific investment decision from the agreed pool of counterparties.  
This additional market information (for example Credit Default Swaps (CDS), 
negative rating watches/outlooks) will be applied to compare the relative security 
of differing investment counterparties. 



78. CDS prices will be monitored and taken into consideration when placing 
deposits.  Any counterparty whose CDS price has exceeded 100 points will be 
reviewed and advice will be sought from the Council’s treasury management 

s for institutions on the Council’s Counterparty List are as follows 
hese will cover both Specified and Non-Specified Investments).  The table 

 

advisors.  CDS price movement can be influenced by market supply and demand 
since CDS are tradeable instruments.  However, CDS prices are also a measure 
of the market’s risk perception associated with a financial institution.  Where 
findings suggest that the increase in the CDS price is a direct result of financial 
difficulty associated with the institution, then the Council will remove the 
counterparty from its lending list.  The Council will also seek to recall any deposits 
invested, subject to full cost appraisal of terminating any agreements with the 
counterparty. 

 

79. Time and Monetary Limits applying to Investments - The time and 
monetary limit
(t
illustrates the long-term credit ratings: 

  Fitch 
(or equivalent) 

Money Limit 
£m 

Time Limit 

Upper Limit Category AAA £30m 12 Months 

Middle Limit Category £12m 12 Months AA- 

Lower Limit Category A £6m 9 Months 

Other Institution Limits* - £30m 12 Months 

Institutions Guaranteed
the UK Government ** 

 by - £30m 12 Months 

*The Other Institution Limit will b r other local au the DMAD
tiona vestments.  Thes considered mes.   

es financial institutions that have been part, semi or fully nationalised by 

80. n 
in A val.  

81.  the normal course of the council’s cash flow operations it is expected that 

allow for short-term investments.   

 are safeguarded.  

ow likelihood of the 
urrent 0.5% Bank Rate remaining flat but with the possibility of a rise over the 

e fo thorities, F, Money Market 
Funds, and Gilt and Suprana
 
**This also includ

l in e are all  high quality na

the UK Government. 
 
 
The proposed criteria for Specified and Non-Specified investments are show
nnex B1 for appro

 In
both Specified and Non-specified investments will be utilised for the control of 
liquidity as both categories 

82. The use of longer-term instruments (greater than one year from inception to 
repayment) will fall in the Non-specified investment category.  These instruments 
will only be used where the Council’s liquidity requirements
This will also be limited by the longer-term investment limits. 

 

83. Economic Investment Considerations - Expectations on shorter-term 
interest rates, on which investment decisions are based, sh
c
medium term.  The Council’s investment decisions are based on comparisons 
between the rises priced into market rates against the Council’s and advisers own 
forecasts.    



84. The criteria for choosing counterparties set out above provide a sound 
approach to investment in “normal” market circumstances.  Whilst Members are 
asked to approve this base criteria above, under the exceptional current market 
conditions the Service Director-Finance may temporarily restrict further 
investment activity to those counterparties considered of higher credit quality than 
the minimum criteria set out for approval.  These restrictions will remain in place 
until the banking system returns to “normal” conditions.  Similarly the time periods 
for investments will be restricted. 

85. Examples of these restrictions would be the greater use of the Debt 
Management Deposit Account Facility (DMADF – a Government body which 
accepts local authority deposits), Money Market Funds, and strongly rated 
institutions.  The credit criteria have been amended to reflect these facilities. 

 the 
ouncil’s treasury management activity.  Whilst most of the risks facing the 
easury management service are addressed elsewhere in this report (credit risk, 

isk), the impact of interest rate risk is 

 

 

 

Sensitivity to Interest Rate Movements 
86. Future Council accounts will be required to disclose the impact of risks on
C
tr
liquidity risk, market risk, maturity profile r
discussed but not quantified.  The table below highlights the estimated impact of 
a 1% increase/decrease in all interest rates to the estimated treasury 
management costs/income for next year.  That element of the debt and 
investment portfolios which are of a longer term, fixed interest rate nature will not 
be affected by interest rate changes. 

 2012/13 
Estimated 

+ 1% 
£m 

2012/13 
Estimated 

 
£m 

2012/13 
Estimated 

- 1% 
£m 

Revenue Budgets*    
Interest on Borrowing  20 20 20 
Related HRA Charge (8) (8) (8) 
Other Activities 5 5 5 
Net General Fund Borrowing 
Cost 

17 
 

17 17 

Investment income (2) (1)  (1) 
Net Forecast Position 
(Surplus)/deficit 

15 16 16 

*As per September 2011 Capital Finance Budget Forec

ent Limits on Activ
mits, which were previously prudential 

dicators.  The purpose of these are to contain the activity of the treasury 
nction within certain limits, thereby managing risk and reducing the impact of an 

r if these are set to be too restrictive 

as  t

 
Treasury Managem ity 
87. There are four further treasury activity li
in
fu
adverse movement in interest rates.  Howeve
they will impair the opportunities to reduce costs/improve performance.  The 
indicators are: 



• Upper limits on variable interest rate exposure 30%– This identifies a 
maximum limit for variable interest rates based upon the debt position net of 

overs a maximum limit on fixed interest rates. 

set to reduce the 
Council’s exposure to large fixed rate sums falling due for refinancing, and 

 

er than 364 days – These limits are 
set with regard to the Council’s liquidity requirements and to reduce the need 

88. sked to approve the limits: 

 

 

investments.  

• Upper limits on fixed interest rate exposure 100%- Similar to the previous 
indicator this c

 

• Maturity structures of borrowing – These gross limits are 

are required for upper and lower limits.   

• Total principal funds invested for great

for early sale of an investment, and are based on the availability of funds after 
each year-end. 

 

The Council is a

£m 2012/13 2013/14 2014/15 
Interest rate Exposures 
 Upper Upper Upper 
Limits on fixed intere
ates based on net debt 

st 
r

100% 100% 100% 

Limits on variable interest 
rates based on net debt 

30% 30% 30% 

Maturity Structure of fixed interest ra rowing 2012/1te bor 3 
 L Upper ower 
Under 12 months 0% 20% 
12 months to 2 years 0% 20% 
2 years to 5 years 0% 40% 
5 years to 10 years 0% 40% 
10 years and above 25% 100% 
Maximum principal sums invested > 364 days 
Principal sums invested > £30m £30m 
364 days 

£30m 

 

Performance Indicators 
9. The Code of Practice on Treasury Management requires the Council to set 

assess the adequacy of the treasury function over the 

 

 

8
performance indicators to 
year.  These are distinct historic indicators, as opposed to the prudential 
indicators, which are predominantly forward looking.  Examples of performance 
indicators often used for the treasury function are: 

• Debt – Borrowing - average rate of interest compared to 25 year PWLB rate  

• Debt – Average rate movement year on year

• Investments – Internal returns above the 7 day LIBID rate 



90. y Annual Report. 

 

1. The Council uses Sector as its treasury management advisors.  The company 
clude:  

ludes advice on the timing of borrowing (ad hoc 

eric investment advice on interest rates, timing and investment 

92. s provide support to the internal treasury function, under 
current market rules and the CIPFA Code of Practice the final decision on 
treasury matters remains with the Council.   

il will ensure that the terms of their 

94. he increased Member consideration of treasury management matters and 
ling with treasury management are trained and 
ble training process for Members and officers.  

ement - Public Finance.  All members of the treasury 

utive Member with the 

The Tr on 151 Officer  
95. The Section 151 officer is responsible for: 

The results of these indicators will be reported in the Treasur

Treasury Management Advisers   

9
provides a range of services which in

• Technical support on treasury matters, capital finance issues and the 
drafting of Member reports; 

• Economic and interest rate analysis; 

• Debt services which inc
basis); 

• Debt rescheduling advice surrounding the existing portfolio; 

• Gen
instruments; 

• Credit ratings/market information service comprising the three main credit 
rating agencies;   

 

 Whilst the adviser

93. 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 Counc
appointment and the methods by which their value will be assessed are properly 
agreed and documented, and subjected to regular review. 

 

 Member and Officer Training 
 T

the need to ensure officers dea
kept up to date requires a suita
This Council has addressed this important issue by: 

• Organising a Member training session on the basics of treasury 
management.   

• Offering treasury management staff to enrol on the Association of 
Corporate Treasurers and study for the Certificate in International 
Treasury Manag
management team have registered their interest to study for this 
qualification, which is fully supported by CIPFA.   

• Widening training opportunities offered through the Council’s treasury 
management advisors to include Internal Audit staff involved in auditing 
the treasury management function and the Exec
responsibility for treasury management. 

 

easury Management Role Of The Secti



• Recommending clauses, treasury management policy/practices for 
 and monitoring compliance; 

; 

anagement function; 

s and skills, 
sury 

a

Local I u
 

f Risk Management Procedures in Operation- the Council has 
dopted the Lowest Common Denominator (LCD) approach to its counterparty 
anagement.  As a result the Council now uses all three credit rating agencies 

t rate change. 

ue to 

 Both Groups meet on a quarterly and semi-

ncil Reporting- Capital Finance currently reports 
easury management activity on a quarterly basis to the Executive Member for 
orporate Services. 

• 

ing (for scrutiny purposes) 

approval, reviewing the same regularly,

• submitting regular treasury management policy reports; 

• submitting budgets and budget variations; 

• receiving and reviewing management information reports

• reviewing the performance of the treasury m

• ensuring the adequacy of treasury management resource
and the effective division of responsibilities within the trea
m nagement function; 

• ensuring the adequacy of internal audit, and liaising with external 
audit; 

• recommending the appointment of external service providers. 

 

ss es 

96. Summary o
a
m
(Fitch, Moodys and Standard and Poors).  Due to the strict criteria of the LCD 
approach manual additions were made in previous years in order to increase the 
number of counterparties that were available to the Council. 

97. The Council has and will continue to act upon rating watches that signal 
imminent or future rating changes.  These notifications are issued automatically 
by the Council’s treasury management advisors upon a credi

98. The Council has adopted the use of Credit Default Swap (CDS) prices and 
has incorporated such information into its lending list.  The information is made 
available on its treasury management advisor’s website on a daily basis.  D
the fact that CDS are tradeable derivative instruments, caution should be used 
when interpreting the prices as these can be influenced by the supply and 
demand of market participants.  

99. Good practice, knowledge, experience and information are shared with the 
Core Cities Treasury Management Group, as well as with the Ex-Avon Authorities 
Treasury Management Group. 
annually basis respectively. 

 
100. Member & Cou
tr
C

101. The Treasury Management Code of Practice currently requires the 
Council to report to its members the following: 

Annual Strategy (including Investment Strategy) 

• Mid year report 

• Annual report 

• Additional report



• Treasury management indicators (previously included within the 

102. e requirements of the above reporting by 
implementing the table below: 

Quarter 2 Quarter 3 Quarter 4 

Prudential Code Indicators). 

 

The Council will meet th

 

Reports Quarter 1 

     

An
trategy 

February 20XX    nual 
S

Mid year report ovember 
0XX 

  N
2

 

Annual Report 
(for previous 
financial year) 

  September 
20XX 

 

Treasury 
Management 
Prudential 

qu

Indicators 

nd of each 
arter 

nd of each 
quarter 

 
r 

nd of each 
quarter 

E E End of each
quarte

E

Treasury 
Manageme
Monitor 

nt 
 each 

quarter 
ach 

quarter 
ach 

quarter 
ach 

quarter 
End of End of e End of e End of e

Executive 
Member Brief
Report 

/ 
End of each 
quarter 

End of each 
quarter 

End of each 
quarter 

End of each 
quarter 

 
Nominated Scrutiny Committee For Treasury Management Decisions 
103. The organisation nominates Resources Scrutiny Committee to be 

crutiny 

stment Policy 
04. The Ethical Investment Policy was approved by Cabinet on the 15th 

ideration will be given to this policy when making 

05. The Icelandic courts have supported the view that the Council will be 
red creditor, thereby seeing a high proportion of the investment 
he actual repayment is currently expected to be partially in 

responsible for ensuring effective scrutiny of the treasury management strategy 
and policies.  The nominated scrutiny committee will be the Resources S
Committee. 

 
Ethical Inve
1
December 2011, and cons
investment decisions.   
 

Icelandic Banks 
1
treated as a prefer
being returned.  T
foreign currency assets.  It is currently too early to provide a definitive policy on 
how this exchange rate risk will be managed, but the expectation will be that the 
risk will be managed proactively and assets converted to sterling at the earliest 
opportunity. 



 

HRA Self Financing  
1
2

06. The Localism Bill received Royal Assent on the 15th of November 
011 and subject to the passing of the Bill by Parliament, a self-financing system 

r the HRA.  If the Bill is agreed as expected the new 

e with respect to levels 

nt to the Department for 

ocalism Bill 

is to be introduced fo
arrangements will apply from the following financial year.  

107. The aim of the reforms is to give local authorities the resources, 
incentives, and flexibility to manage their housing stock efficiently and effectively.  
Tenants will also be able to hold their landlord accountabl
of rent collected and services the tenant has received.   

108. At present the Authority makes a subsidy payment to Central 
Government but under the new proposal the Authority will be required to buy itself 
out of the subsidy system by making a one off payme
Communities and Local Government (DCLG) of £48m on the 28th March 2012.  
Therefore separate borrowing solely for this purpose is anticipated.   

109. As disclosed in the borrowing strategy above, the PWLB are providing 
loans at interest rates 0.85-0.89% lower than the usual PWLB interest rates 
solely for the settlement requirements.  Subject to the passing of the L
by Parliament, the impact of the new borrowing on prudential indicators is set out 
below.  

 

Operational 
Boundary 

2011/12 
Revised 

£m 

2012/13 
Estimated 

£m 

2013/14 
Estimated 

£m 

2014/15 
Estimated 

£m 
Gross Borrowing 380 380 390 390 
Other long ter
liabilities 

m 152 146 142 137 

Total Borrow
 

ing 
Before HRA SF

532 522 532 557 

HRA SF 48 48 48 48 
Total Borrowing 580 574 580 605 

 
 
Authorised Limit  2011/12 

Revised 
£m 

2012/13 
Estimated 

£m 

2013/14 
Estimated 

£m 

2014/15 
Estimated 

£m 
Borrowing Before H
SF 

RA 670 685 703 720 

HRA SF 48 48 48 48 
Total Authorised 
Limit 

718 733 751 768 

 
 
 
 
 
 
 
 
 



Capital Financing 
Requirement (CFR) 

2011/12 
Revised 

£m 

2012/13 
Estimated 

£m 

2013/14 
Estimated 

£m 

2014/15 
Estimated 

£m 
CFR Before HRA SF 638 651 669 679 
HRA SF 48 48 48 48 
Total CFR Including 
HRA SF 

686 699 717 727 

     
HRA CFR before Self 
Financing 

199 199 199 199 

HRA SF 48 48 48 48 
Revised HRA CFR 
After Self Financing 

247 247 247 247 

     
HRA CFR Upper 
Limit 

258 258 258 258 

 



 Annex B1 
Treasury Management Practice (TMP) 1 (5) – Credit and Counterparty Risk 
Management 
  
The CLG issued Investment Guidance in 2010, and this forms the structure of the 
Council’s policy below.  These guidelines do not apply to either trust funds or pension 
funds, which are under a different regulatory regime. 
 
The key intention of the Guidance is to maintain the current requirement for Councils 
to invest prudently, and that priority is given to security and liquidity before yield.  In 
order to facilitate this objective the guidance requires this Council to have regard to 
the CIPFA publication Treasury Management in the Public Services: Code of 
Practice and Cross-Sectoral Guidance Notes.  This Council has adopted the Code 
and will apply its principles to all investment activity.  In accordance with the Code, 
the Service Director-Finance has produced its treasury management practices 
(TMPs).  This part, TMP 1(5), covering investment counterparty policy requires 
approval each year. 
 
Annual Investment Strategy - The key requirements of both the Code and the 
investment guidance are to set an annual investment strategy, as part of its annual 
treasury strategy for the following year, covering the identification and approval of 
following: 
 
• The strategy guidelines for choosing and placing investments, particularly non-
specified investments. 
• The principles to be used to determine the maximum periods for which funds can 
be committed. 
• Specified investments the Council will use.  These are high security (i.e. high credit 
rating, although this is defined by the Council, and no guidelines are given), and high 
liquidity investments in sterling and with a maturity of no more than a year. 
• Non-specified investments, clarifying the greater risk implications, identifying the 
general types of investment that may be used and a limit to the overall amount of 
various categories that can be held at any time. 
 
The investment policy proposed for the Council is: 
 
Strategy Guidelines – The main strategy guidelines are contained in the body of the 
treasury strategy statement. 
 
Specified Investments – These investments are sterling investments of not more 
than one-year maturity, or those which could be for a longer period but where the 
Council has the right to be repaid within 12 months if it wishes.  These are 
considered low risk assets where the possibility of loss of principal or investment 
income is small.  These would include sterling investments, which would not be 
defined as capital expenditure with: 

1. The UK Government (such as the Debt Management Account deposit facility, UK 
Treasury Bills or a Gilt with less than one year to maturity). 
2. Supranational bonds of less than one year’s duration. 
3. A local authority, parish council, or community council. 
4. Pooled investment vehicles (such as money market funds) that have been 
awarded a high credit rating by a credit rating agency.  For category 4 this covers 
pooled investment vehicles, such as money market funds, rated AAA by Standard 
and Poor’s, Moody’s or Fitch rating agencies. 



5. A body that is considered of a high credit quality (such as a bank or building 
society  
 
Time and Monetary Limits applying to Investments - The time and monetary 
limits for institutions on the Council’s Counterparty List are as follows (these will 
cover both Specified and Non-Specified Investments).  The table illustrates the long-
term credit ratings: 

 
  Fitch 

(or equivalent) 
Money Limit 

£m 
Time Limit 

Upper Limit Category AAA £30m 12 Months 

Middle Limit Category AA- £12m 12 Months 

Lower Limit Category A £6m 9 Months 

Other Institution Limits* - £30m 12 Months 

Institutions Guaranteed by 
the UK Government ** 

- £30m 12 Months 

*The Other Institution Limit will be for other local authorities, the DMADF, Money Market 
Funds, and Gilt and Supranational investments.  These are all considered high quality names.  
.  
 
**This also includes financial institutions that have been part, semi or fully nationalised by 
the UK Government. 

 
Non-Specified Investments – Non-specified investments are any other type of 
investment (i.e. not defined as Specified above).  The identification and rationale 
supporting the selection of these other investments and the maximum limits to be 
applied are set out below.  Non-specified investments would include any sterling 
investments with: 
 
 Non Specified Investment Category Limit  

a. Supranational Bonds greater than 1 year to maturity 
(a) Multilateral development bank bonds - These are bonds 
defined as an international financial institution having as one of 
its objects economic development, either generally or in any 
region of the world (e.g. European Investment Bank etc.).   

(b) A financial institution that is guaranteed by the United 
Kingdom Government (e.g. The Guaranteed Export Finance 
Company {GEFCO}) 

The security of interest and principal on maturity is on a par with 
the Government and so very secure, and these bonds usually 
provide returns above equivalent gilt-edged securities.  However 
the value of the bond may rise or fall before maturity and losses 
may accrue if the bond is sold before maturity.   

AAA long term 
ratings 

 

£30m 

 

£30m 

b. Gilt edged securities with a maturity of greater than one year.  
These are Government bonds and so provide the highest 
security of interest and the repayment of principal on maturity.  
Similar to category (a) above, the value of the bond may rise or 
fall before maturity and losses may accrue if the bond is sold 

£30m 



before maturity. 

c. The Council’s own banker if it fails to meet the basic credit 
criteria.  In this instance balances will be minimised as far as is 
possible. 

 

d. Building societies not meeting the basic security 
requirements under the specified investments.  The 
operation of some building societies does not require a credit 
rating, although in every other respect the security of the society 
would match similarly sized societies with ratings.  The Council 
may use building societies that meet its minimum lending 
criteria, or have a minimum asset size of £250m. 

 

e. Any bank or building society that has a minimum long-term 
credit rating of A, for deposits with a maturity of greater than one 
year (including forward deals in excess of one year from 
inception to repayment). 

 

f. Any non-rated subsidiary of a credit rated institution included 
in the specified investment category.  These institutions will be 
included as an investment category subject to: 

� Parent company guarantee 

� Parent company to be a UK institution 

 

g. Share capital or loan capital in a body corporate – The use of 
these instruments will be deemed to be capital expenditure, and 
as such will be an application (spending) of capital resources.  
Revenue resources will not be invested in corporate bodies.  
There is a higher risk of loss with these types of instruments 

 

h. Pooled property or bond funds – The use of these 
instruments will normally be deemed to be capital expenditure, 
and as such will be an application (spending) of capital 
resources.  Revenue resources will not be invested in corporate 
bodies.   

 

 
Within categories c, d and f, and in accordance with the Code, the Council has 
developed additional criteria to set the overall amount of monies that will be invested 
in these bodies.   

In respect of categories g and h, these will only be considered after obtaining 
external advice and subsequent Member approval.  

 

Local Authority Mortgage Scheme (LAMS)- Under this scheme the Council is 
required to place funds of £1m, with Lloyds TSB bank for a period of 5 years.  This is 
classified as being a service investment, rather than a treasury management 
investment, and is therefore outside of the Specified / Non-specified categories. 

 
The Monitoring of Investment Counterparties - The credit rating of counterparties 
will be monitored regularly.  The Council receives credit rating information (changes, 
rating watches and rating outlooks) from Sector as and when ratings change, and 
counterparties are checked promptly.  On occasion ratings may be downgraded 
when an investment has already been made.  The criteria used are such that a minor 
downgrading should not affect the full receipt of the principal and interest.  Any 



counterparty failing to meet the criteria will be removed from the list immediately by 
the Service Director-Finance, and if required new counterparties which meet the 
criteria will be added to the list. 
 



Annex B2 
Security, Liquidity and Yield Benchmarking 
 
Benchmarking and Monitoring Security, Liquidity, and Yield in the 
Investment Service -.   

A key risk management tool is the use of security, liquidity and yield benchmarks.  
These benchmarks are targets and so may be breached from time to time.  Any 
breach will be reported, with supporting reasons in the Annual Treasury Report. 

Yield – These benchmarks are currently widely used to assess investment 
performance.  Local measures of yield benchmarks are  

• Investments – Internal returns above the 7 day LIBID rate 

Security and liquidity benchmarks are already intrinsic to the approved treasury 
strategy through the counterparty selection criteria and some of the prudential 
indicators.  However they have not previously been separately and explicitly set 
out for Member consideration.  Proposed benchmarks for the cash type 
investments are below and these will form the basis of future reporting in this 
area.  In the other investment categories appropriate benchmarks will be used 
where available. 

Liquidity – This is defined as “having adequate, though not excessive cash 
resources, borrowing arrangements, overdrafts or standby facilities to enable it at 
all times to have the level of funds available to it which are necessary for the 
achievement of its business/service objectives” (CIPFA Treasury Management 
Code of Practice).  In respect of this area the Council seeks to maintain: 

• Bank overdraft - £5m 

• Liquid short-term deposits of at least £40m available with a week’s notice. 

The availability of liquidity and the term risk in the portfolio can be benchmarked 
by the monitoring of the Weighted Average Life (WAL) of the portfolio – shorter 
WAL would generally embody less risk.  In this respect the proposed benchmark 
is to be used: 

• WAL benchmark is expected to be a minimum of 1 day, with a maximum 
of 1 year. 

Security of the investments – In context of benchmarking, assessing security is a 
much more subjective area to assess.  Security is currently evidenced by the 
application of minimum credit quality criteria to investment counterparties, 
primarily through the use of credit ratings supplied by the three main credit rating 
agencies (Fitch, Moody’s and Standard and Poors).  Whilst this approach 
embodies security considerations, benchmarking levels of risk is more 
problematic.  One method to benchmark security risk is to assess the historic 
level of default against the minimum criteria used in the Council’s investment 
strategy.  The table beneath shows average defaults for differing periods of 
investment grade products for each Fitch long term rating category over the 
period 1990 to 2011. 

 

 

 

 

 



Years 1 2 3 4 5 
AAA 0.00% 0.01% 0.05% 0.10% 0.17% 
AA 0.03% 0.06% 0.08% 0.14% 0.20% 
A 0.08% 0.22% 0.37% 0.52% 0.70% 
BBB 0.24% 0.68% 1.19% 1.79% 2.42% 
BB 1.22% 3.24% 5.34% 7.31% 9.14% 
B 4.06% 8.82% 12.72% 16.25% 19.16% 
CCC 24.03% 31.91% 37.73% 41.54% 45.22% 

 

The Council’s minimum long term rating criteria is currently “A”, meaning the 
average expectation of default for a one year investment in a counterparty with a 
“A” long term rating would be 0.08% of the total investment (e.g. for a £1m 
investment the average loss would be £800).  This is only an average - any 
specific counterparty loss is likely to be higher - but these figures do act as a 
proxy benchmark for risk across the portfolio.  

The Council’s maximum security risk benchmark for the whole portfolio, when 
compared to these historic default tables, is: 

• 0.00% (AAA rated) to 0.08% (A rated) historic risk of default when 
compared to the whole portfolio.  This would reflect the Councils counterparty 
credit crating criteria. 

And in addition that the security benchmark for each individual year is: 

 1 year 2 years 3 years 4 years 5 years 
Maximum Credit 
Risk 

0.08% 0.22% 0.37% 0.52% 0.70% 

Source: Fitch, Moodys & S+P 20-30 year averages cumulative default rates/ Sector- December 2011 

 

These benchmarks are embodied in the criteria for selecting cash investment 
counterparties and these will be monitored and reported to Members in the 
Investment Annual Report.  As this data is collated, trends and analysis will be 
collected and reported.  Where a counterparty is not credit rated a proxy rating 
will be applied.   



Appendix C 
The Capital Prudential Indicators 2012-13– 2014/15 
 
Introduction 

1. The Local Government Act 2003 requires the Council to adopt the CIPFA 
Prudential Code and produce prudential indicators.  Each indicator either 
summarises the expected capital activity or introduces limits upon that 
activity, reflecting the outcome of the Council’s underlying capital appraisal 
systems.  This report updates currently approved indicators and introduces 
new indicators for 2014/15.   

2. Within this overall prudential framework there is an impact on the Council’s 
treasury management activity – as it will directly impact on borrowing or 
investment activity.  As a consequence the treasury management strategy for 
2012-13–2014/15 is included as Appendix B to complement these indicators.  
Some of the prudential indicators are shown in the treasury management 
strategy to aid understanding. 

3. The Council’s capital expenditure plans are the key driver of treasury 
management activity.  The output of the capital expenditure plans is reflected 
in prudential indicators, which are designed to assist member’s overview and 
confirm capital expenditure plans. 

4. A key issue facing the Council is the impact of planned HRA reform.  This 
would essentially end the impact of the housing subsidy system and will see 
the HRA as a stand-alone business, without any impact arising from housing 
reform.  The legislation has yet to be enacted, but the Council will need to 
approve revised limits in expectation of the reform going ahead. 

5. The Council currently pays into the HRA housing subsidy system, and in 
order to stop future payments from 1 April 2012 the Council is required to pay 
the CLG £48m.  This payment is effectively HRA debt, and so the prudential 
indicators have been adjusted to reflect this change.  The actual payment will 
be made on the 28 March 2012 and so the indicators will take immediate 
effect from the approval of these limits by Council.  The change is expected to 
be beneficial to the Council. 

 
The Capital Expenditure Plans  

6. The Council’s capital expenditure plans are summarised below and this forms 
the first of the prudential indicators.    A certain level of capital expenditure is 
grant supported by the Government; any decisions by the Council to spend 
above this level will be considered unsupported capital expenditure.  This 
unsupported capital expenditure needs to have regard to: 

• Service objectives (e.g. strategic planning); 

• Stewardship of assets (e.g. asset management planning); 

• Value for money (e.g. option appraisal); 

• Prudence and sustainability (e.g. implications for external borrowing and 
whole life costing);   

• Affordability (e.g. implications for the council tax and rents); 

• Practicality (e.g. the achievability of the forward plan). 



7. The revenue consequences of capital expenditure, particularly the 
unsupported capital expenditure, will need to be paid for from the Council’s 
own resources.   

8. This capital expenditure can be paid for immediately (by applying capital 
resources such as capital receipts, capital grants etc., or revenue resources), 
but if these resources are insufficient any residual capital expenditure will add 
to the Council’s borrowing need. 

9. The key risks to the plans are that the level of Government support has been 
estimated and is therefore maybe subject to change.  Similarly some 
estimates for other sources of funding, such as capital receipts, may also be 
subject to change over this timescale.  For instance anticipated asset sales 
may be postponed due to the poor condition of the property market. 

10. The Council is asked to approve the summary capital expenditure projections 
below.  This forms the first prudential indicator: 

 

Capital Expenditure 
 

2011/12 
Original 

£m 

2011/12 
Revised 

£m 

2012/13 
Estimate 

£m 

2013/14 
Estimate 

£m 

2014/15 
Estimate 

£m 
Non-HRA 100 88 123 58 56 
HRA 43 33 42 46 46 
Total 143 121 165 104 102 
      
Resourced by:      
Borrowing - - - - - 
Unsupported 
borrowing 

19 21 37 24 20 

Government grants 76 70 68 28 30 
Other grants 4 7 2 - - 
Capital receipts 18 6 13 3 3 
Revenue 22 16 16 20 20 
HRA Self Financing - - 29 29 29 
Developer 
Contribution 

3 1 1 - - 

Other 1 - - - - 
      
Total Resources 143 121 165 104 102 

 

The Council’s Borrowing Need (the Capital Financing Requirement) 
11. The second prudential indicator is the Council’s Capital Financing 

Requirement (CFR).  The CFR is simply the total historic outstanding capital 
expenditure, which has not yet been paid for from either revenue or capital 
resources.  It is essentially a measure of the Council’s underlying borrowing 
need.  The capital expenditure above which has not immediately been paid 
for will increase the CFR.   

12. Following accounting changes the CFR includes any other long-term liabilities 
(e.g. PFI schemes) brought onto the balance sheet.  Whilst this increases the 
CFR, and therefore the Council’s borrowing requirement, these types of 
scheme include a borrowing facility and so the Council is not required to 



separately borrow for this scheme.  The Council currently has £150m of such 
schemes within the CFR. 

13. The Council is asked to approve the CFR projections below: 

 

 2011/12 
Original 

£m 

2011/12 
Revised 

£m 

2012/13 
Estimate 

£m 

2013/14 
Estimate 

£m 

2014/15 
Estimate 

£m 

Capital Financing Requirement 

CFR – Non 
Housing 

287 289 306 328 342 

PFI 158 150 146 142 138 

CFR- HRA 
(excluding 
HRA Self 
Financing) 

202 199 199 199 199 

Total CFR 647 638 651 669 679 

HRA Self 
Financing 
(HRA SF) 

- 48 48 48 48 

Total CFR 
(Including 
HRA SF) 

647 686 699 717 727 

 

14. The Council is required to pay off an element of the accumulated General 
Fund capital spend each year (the CFR) through a revenue charge (the 
Minimum Revenue Provision - MRP), although it is also allowed to undertake 
additional voluntary payments if required (Voluntary Revenue Provision - 
VRP).  No revenue charge is required for the HRA. 

15. CLG Regulations have been issued which require full Council to approve an 
MRP Statement in advance of each year.  A variety of options are provided 
to councils, so long as there is a prudent provision.  The Council is 
recommended to approve the following MRP Statement. 

16. For capital expenditure incurred before 1 April 2008 or which in the future will 
be Supported Capital Expenditure, the MRP policy will be: 

 
• Existing practice - MRP will follow the existing practice outlined in former 

CLG Regulations 
 

These options provide for an approximate 4% reduction in the borrowing need 
(CFR) each year. 

 



17. From 1 April 2008 for all unsupported borrowing (including PFI and Finance 
Leases) the MRP policy will be: 

• Asset Life Method – MRP will be based on the estimated life of the 
assets, in accordance with the proposed regulations (this option must be 
applied for any expenditure capitalised under a Capitalisation Direction) 

 

These options provide for a reduction in the borrowing need over approximately 
the asset’s life.  

 

18. No revenue charge is currently required for the HRA.  However under HRA 
reform the HRA will be required to charge depreciation on its assets, which 
will have a revenue effect.  In order to address any possible adverse impact, 
regulations will allow the Major Repairs Allowance to be used as a proxy for 
depreciation for the first five years. 

 
Affordability Prudential Indicators 
19. The previous sections cover the overall capital and control of borrowing 

prudential indicators, but within this framework prudential indicators are 
required to assess the affordability of the capital investment plans.   These 
provide an indication of the impact of the capital investment plans on the 
Council’s overall finances.  The Council is asked to approve the following 
indicators: 

 

20. Actual and Estimates of the ratio of financing costs to net revenue 
stream – This indicator identifies the trend in the cost of capital (borrowing 
and other long term obligation costs net of investment income) against the net 
revenue stream. 

 
 2011/12 

Original 
£m 

2011/12 
Revised 

£m 

2012/13 
Estimate 

£m 

2013/14 
Estimate 

£m 

2014/15 
Estimate 

£m 
Non-HRA 4.35% 5.03% 5.40% 5.36% 5.37% 
HRA 7.56% 7.35% 7.51% 7.62% 7.26% 

 
21. The estimates of financing costs include current commitments and the 

proposals in this budget report. 
 

22. Estimates of the incremental impact of capital investment decisions on 
the Council Tax – This indicator identifies the revenue costs associated with 
proposed changes to the three year capital programme recommended in 
this budget report compared to the Council’s existing approved commitments 
and current plans.  The assumptions are based on the budget, but will 
invariably include some estimates, such as the level of Government support, 
which are not published over a three-year period. 

 
 2011/12 

Original 
£ 

2011/12 
Revised 

£ 

2012/13 
Estimate 

£ 

2013/14 
Estimate 

£ 

2014/15 
Estimate 

£ 
Council Tax - 
Band D 

21.14 9.70 19.09 30.13 40.57 
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 Prudential Indicators 2011/12 
Council 

Approved 

2011/12 
Estimate 
Outturn 

2012/13  
Estimate 

 

2013/14 
Estimate  

2014/15 
Estimate 

1. 
1.1 
1.2 

Planned capital expenditure (£m) 
• General fund  
• HRA 

 
£100m 
£43m 

£143m 

£88m
£33m

£121m

£123m
£42m

£165m

 
£58m 
£46m 

£104m 

 
£56m 
£46m 

£102m 
2. 

 
 

2.1 
2.2 

 
 
 
 
 

2.3 

Capital financing requirement (£m) 
(taking account of new capital expenditure and the 
repayment of debt) 

• General Fund 
• PFI 
• HRA 
 
• HRA Self Financing* 

Revised Total CFR (inclu HRA SF) 
 

• HRA CFR (post HRA Self Financing) 
  
Note that the general fund figure includes ex-Avon debt 
managed on behalf of other authorities (£59m as at 31/3/11), 
which may no longer be managed by BCC in the future. 
 
* HRA Self Financing will apply if the Localism Bill is passed.  
Latest borrowing requirement is £48m. 
 
Confirmation that total borrowing net of investments, 
does not exceed the total of the CFR in the preceding 
year plus the estimates of any additional CFR for the 
current year and next two financial years. 
 

 
 
 

£287m 
£158m 
£202m 
£647m 

 
£647m 

 
 
 

 
 
 
 
 
 

Confirmed 
 

£289m
£150m
£199m
£638m
£48m

£686m

£247m

 
 
 
 
 

Confirmed 

£306m
£146m
£199m
£651m
£48m

£699m

£247m

 
 
 
 
 

Confirmed 

£328m
£142m
£199m
£669m
£48m

£717m

£247m

 
 
 
 
 

Confirmed 

 
 
 

£342m 
£138m 
£199m 
£679m 
£48m 

£727m 
 

£247m 
 
 
 
 
 
 
 

Confirmed 

3. 
 

3.1 

Authorised limit for external debt (£m) 
(the maximum that the authority will borrow) 

• Borrowing (Excludes HRA Self Financing) 
• Borrowing (Includes £48m HRA Self Financing) 
 
 

 
 

£680m 
 

£670m
£718m

£685m
£733m

£703m
£751m

 
 

£720m 
£768m 



        APPENDIX C1 

S:\Reports\2011-12\Executives 2011-2012\Cabinet\reports\09 - 26 Jan 12\final reports\06f - cap prog -  app c1.doc        
 17/01/12 

4. 
 

4.1 
4.2 

Operational boundary for external debt (£m) 
(the anticipated level of borrowing) 

• Borrowing (Excluding HRA Self Financing) 
• Borrowing (Including £48m HRA Self Financing) 

 
 

£542m 
 

£532m
£580m

£526m
£574m

£532m
£580m

 
 

£557m 
£605m 

5. 
 

5.1 
5.2 

Financing costs as a percentage of net revenue stream 
%)- Excluding HRA Self Financing 

• General Fund 
• HRA 
 

 
 

4.35% 
7.56% 

 

5.03%
7.35%

5.40%
7.51%

5.36%
7.62%

 
 

5.37% 
7.26% 

6. 
6.1 
6.1 

Affordability of ‘unsupported’ borrowing (£) 
• Impact on the council tax 
• Impact on HRA rent 

 
£21.14 

Nil 
£9.70

Nil
£19.09

Nil
£30.13

Nil

 
£40.57 

Nil 
7. 

7.1 
7.2 
7.3 
7.4 

Exposure to changes in interest rates (%) 
• Upper limit on (net) variable rate debt 
• Lower limit on (net) variable rate debt 
• Upper limit on (net) fixed rate debt 
• Lower limit on (net) fixed rate debt 

 
30% 
0% 

100% 
70% 

30%
0%

100%
70%

30%
0%

100%
70%

30%
0%

100%
70%

 
30% 
0% 

100% 
70% 

8. 
8.1 
8.2 
8.3 
8.4 
8.5 

Maturity structure of borrowing (% Range) 
• Less than 12 months 
• 1-2 years 
• 2-5 years 
• 5-10 years 
• Over 10 years 

 
0-20% 
0-20% 
0-40% 
0-40% 

25-100% 

0-20%
0-20%
0-40%
0-40%

25-100%

0-20%
0-20%
0-40%
0-40%

25-100%

0-20%
0-20%
0-40%
0-40%

25-100%

 
0-20% 
0-20% 
0-40% 
0-40% 

25-100% 
9. Maximum principal sums invested > 364 days £30.0m £30.0m £30.0m £30.0m £30.0m 

10. The Local Authority has adopted the CIPFA Code of 
Practice for Treasury Management in the Public Services 

YES YES YES YES YES 

 



Appendix D -INVESTMENT FRAMEWORK 
 
SUMMARY 
 
Objectives 
  

1. An Investment Framework will support the delivery of the Bristol 
Development Framework Core Strategy. 

 
2. It will create quality places for people to work and live in, recognising 

Bristol’s role at a sub-regional level. 
 

3. To accelerate investment and development in the city. 
 

4. To optimise the value of the city council’s assets. 
 
Policy Context 
 
The Bristol Development Framework Core Strategy establishes the Council’s 
strategic land use objectives for the city. These are supported by a number of 
supplementary plans and documents. The Investment Framework will support 
the delivery of these strategic policy objectives.  In particular, the delivery of 
employment, housing, transport and key infrastructure. 
 
In March 2010 BCC Cabinet approved a Delivery and Infrastructure 
Investment Plan (DIIP).  This aimed to maximise investment from the Homes 
and Communities Agency (HCA) and included a number of housing, 
regeneration, and employment objectives. Reductions in the available funding 
from the HCA, and the emergence of a range of new investment streams, 
mean that a new approach needs to be taken to prioritise investment 
opportunities and identify wider funding sources.  The Investment Framework 
will replace the DIIP. Projects within the Investment Plan that make up the 
DIIP list will continue to have an interface with the Housing and Communities 
Planning Board within the LEP. 
 
The Framework also aligns with the strategic direction of the Local Enterprise 
Partnership (LEP), including the Temple Quarter Enterprise Zone. 
 
The key strategic documents that support the Investment Framework are; 
 

1. The Bristol Development Framework Core Strategy 
2. Departmental service plans 
3. Other strategic documents e.g. for Housing Strategy, Joint Local 

Transport Plan 3, Education and Leisure delivery 
 
Why do we need an Investment Plan? 
 
The current situation regarding our plans and investment priorities now needs 
updating and developing for the following reasons: 
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• Significant changes to the policy and legislative context over the last 12 

months, including the advent of the Local Enterprise Partnership; 
 
• Substantial pressures on new and existing funding streams, with the 

risk of them not being effectively prioritised and project managed within 
the Council. 

 
• Need for alignment of funding sources with projects to facilitate project 

and programme delivery (e.g. BRT schemes and the Enterprise Zone); 
 
• Need to provide a catalyst for investment in the City by clarifying 

priorities to investors; 
 

• Need to allocate resources to deliver our key priorities, and to decide 
what work we should stop or postpone. 

 
• Provide information to support key decision makers, including officers 

and members who will be able to make more informed decisions. 
 

What does the Investment Framework look like? 
 

• It is a framework document that provides a rationale for investment 
decisions taking into account the full range of funding streams likely to 
come online;  

 
• Through regular updating it will be flexible to adapt to rapidly changing 

circumstances and opportunities that may arrive at short notice; 
 

• It covers projects where intervention is needed from the Council, where 
the Council either delivers or enables projects; 

 
• It focuses on capital projects, with a project list linked to the annual 

capital investment programme; The intention is for it to complement the 
capital monitor and not replace it; 

 
• It provides an interface with our corporate land policy and the future of 

HCA and Regional Development Agency assets. It is intended to 
complement the Councils existing Corporate Asset Management Plan 
(CAMP), which focuses on asset management, rather than replace it; 

 
• The Framework outlines recent funding initiatives and their constraints, 

along with timeframes for their availability, so that we can understand 
their relationship with our projects (funds from BCC, other public bodies 
and the private sector). 
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Exclusions (areas out of scope) 
 
The Framework focuses on strategic projects and programmes, so does not 
cover all the projects the Council is working on.    Therefore there are some 
areas that are not covered: 
 

• BCC transformation projects or programmes; 
• Projects where we consider that the projects are self funding and be 

delivered via the private sector, or projects which are self-funding (i.e. 
that do not require a Council financial contribution); 

• Non-capital schemes 
• Small or medium sized projects (i.e. with a value of less than £0.5m) 

unless these are related to Affordable Housing and already included in 
the existing DIIP Programme, or part of another programme. 

• Internal services projects (e.g. new schools/libraries) not requiring 
additional funding outside the General Fund Capital Programme. 

 
Project Evaluation 
 
The Framework includes information on a number of projects that the Council 
needs to deliver. These have been scored and prioritised using an Evaluation 
Matrix assessing projects against key criteria such as; 
 

1. Strategic Importance 
2. Deliverability (e.g. planning permission, risk 

assessment, funding position, overall affordability) 
3. Value for Money 
4. Anticipated benefits (for People, Projects, and Place) 

 
 Funding Initiatives  
 
The Investment Framework covers projects that are in development or at 
inception stage, which have a funding shortfall. It is not intended to replace 
the Capital Programme, but complements it, especially where projects are co-
funded. 
 
The Capital Programme is approved annual by Cabinet It is financed from 
government borrowing allocations, grants, and other resources earmarked for 
particular spending programmes (also from local discretionary resources such 
as revenue contributions, capital receipts, and Prudential Borrowing).  
 
The table below is the latest position on the funding initiatives; 
 

Funding 
initiative 

Description and timeframes Amount available 

Community 
Infrastructure 
Levy (CIL) 
 

The introduction of CIL would mean 
that we would no longer seek formula 
based contributions for transport, open 
space, libraries, education, community 

No CIL is available 
before financial year 
2013/14 
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 facilities etc, through Section 106 
Agreements. These would be covered 
by the CIL receipts 
 
The key benefit of CIL monies is that 
they are not ring-fenced for specific 
purposes (unlike Section 106) and can 
be spent on virtually anything that 
comprises physical infrastructure. The 
other significant benefit is that a 
“meaningful proportion” of CIL revenue 
would be returned to the 
neighbourhood in which the 
development that paid it took place. 

New Homes 
Bonus 

This funding is not ring- fenced, and 
can be use to support a wide variety of 
options. The Government Intention for 
NHB is that it should reward Authorities 
for new builds, affordable homes, and 
empty houses brought back into use. 
Income depends on the number of 
eligible units added to the Council Tax 
Base Form annually. 
 
The first NHB payment was in April 
2011, at the same time as the formula 
grant. 

£2.28m for Year 1, of 
which £600k is allocated 
to replace the Housing 
Planning and Delivery 
Grant. The rest of the 
allocation for 2011-2 is 
being held as a 
contingency. £4.9m is 
allocated for 2012/13 

Section 106 
 

Section 106 will continue to operate in 
the planning process, especially to 
deliver of social housing units to 
Investment Framework schemes. 

Will be allocated to 
existing projects so not a 
“new source” of funding 

Tax 
Increment 
Financing 

TIF allows us to borrow against future 
additional uplift within our business 
rates base income stream to fund 
projects. 
 
A consultation response has been 
submitted to the Government 

Potential uses being 
explored- could provide 
up-front support to 
projects. However, likely 
this will be absorbed by 
bigger schemes such as 
Avonmouth-Severnside. 

Growing 
Places Fund 

Growing Place funding supports the 
strategic objectives of the LEP.  It is 
proposed to combine the RGF money 
with the Growing Places fund to make 
a Revolving Fund. A list of projects for 
the fund to support is being assembled, 
which will also include private sector 
promoted sites. Projects can include 
those that need “unblocking” but are 
also deliverable.  This is not a gap fund 
but a cash flow fund and thus the 
money must be returned to the pot 
when appropriate. 

£11.3m for WoE, 
suggestion is that this is 
combined with the RGF 
fund to make a total pot 
of £50m for the WoE. 
Proposals for Growing 
Places projects will be 
coming forward from 
January 2012 

Regional 
Growth Fund 

RGF bid successful (£39m between 
WoE authorities) to establish Revolving 
Infrastructure Fund for LEP area. 

The current proposal is 
for the projects listed at 
bid stage to be 
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progressed, though this 
may change. 

Green 
Investment 
Bank 

It has not yet been established how the 
bank will be structured, or how it can 
lever in private funds. 

No information to date. 

Retention of 
Business 
Rates 

A number of schemes are under 
review, including- 
The Business Increase Bonus (where 
LA business rates exceed a given 
threshold) 
Retention of Business Rates (raised 
locally) 
Other options relating to incentives 
linked to economic growth 

This is expected to be a 
key funding element for 
the Enterprise Zone. 

European 
Local ENergy 
Assistance 
(ELENA) 
  
 

Technical Assistance Programme that 
will provide us with staff and financial 
resources of a total value of £2.6m to 
develop a large-scale retrofit 
programme including renewable energy 
measures of a total value of £ 140m 
within a three-year time period. This 
involves setting up an energy services 
company as an arms-length investment 
vehicle that will allow the Council to 
draw in a range of sources of finance 
including from private sources to 
deliver large-scale carbon reduction 
and energy efficiency improvements on 
a citywide level.  
 Citywide pilots programme split as 
follows: 
1-District Heating projects 
2-Public Building retrofits & Solar PV 
3-Domestic retrofits & Solar 
PV (biggest of the three) 
Energy Services Company to be 
established by June 2012, roll out of 
Solar PV programme across the city to 
start at the same time, with further 
energy efficiency and renewable 
energy measures/packages to be 
delivered in 2012 and 2013. 

Total up to £140m for 
this first phase of 
projects from a range of 
finance sources including 
prudential borrowing. 
Relevant for all buildings 
work the Council is 
undertaking1

European 
Regional 
Development 
Fund (ERDF) 

Priority Axis 3: to drive up the number 
of businesses in some of the region's 
most deprived neighbourhoods through 
Urban Enterprise. 
Funding can be utilised to support 
projects such as the development of 
workspace / incubator spaces in local 
communities and carbon reduction 
interventions for business. 

BCC is currently putting 
forward up to 10 
schemes bidding for up 
to £8.9m (plus match at 
50%) for review by CLG 
in January 2012. 
 
 

Homes and Funds from the Affordable Housing The AHP monies fund 
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Communities 
Agency 

Programme and Property and 
Regeneration Fund 

small affordable housing 
projects across the city 

 
 
 Evaluation Criteria and Evaluation Matrix 
 
The purpose of the Evaluation Matrix is to enable the Project Manager to 
score their project using a weighted set of Evaluation Criteria.  The Project is 
scored under four main headings: Strategic, Deliverability, Benefits, and 
Finance. These main headings also address the key drivers for sustainable 
communities set out in the “Egan Wheel” (below).  Projects with a total score 
will then be listed in a Project list, with the highest scoring projects first.  
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