
APPENDIX 1 Prudential Indicators 

 

The Council’s Capital expenditure plans are the key driver of treasury management 
activity. The output of the Capital expenditure plans (detailed in the budget) is 
reflected in the prudential indicators below.   
  
 

 
 
 
 

TREASURY MANAGEMENT PRUDENTIAL 

INDICATORS
2017/18* 2018/19 2019/20 2020/21 2021/22

£'000 £'000 £'000 £'000 £'000

Authorised Limit for external debt

    Borrowing £75,000 £85,000 £95,000 £95,000 £95,000

    other long term liabilities £5,000 £5,000 £5,000 £5,000 £5,000

     TOTAL £80,000 £90,000 £100,000 £100,000 £100,000

Operational Boundary for external debt -

     borrowing £65,000 £75,000 £85,000 £85,000 £85,000

     other long term liabilities £5,000 £5,000 £5,000 £5,000 £5,000

     TOTAL £70,000 £80,000 £90,000 £90,000 £90,000

2017/18* - proposed revision to authorised boundary from £70m to £80m. Operational boundary unaltered.



 
 

Interest Rate Exposures 2018/19 2019/20 2020/21

Upper Upper Upper

Limits on fixed interest rates 

based on net debt 100% 100% 100%

Limits on variable interest rates 

based on net debt 100% 100% 100%

Limits on fixed interest rates:

·    Debt only 100% 100% 100%

·    Investments only 100% 100% 100%

Limits on variable interest 

rates

·    Debt only 30% 30% 30%

·    Investments only 100% 100% 100%

lower Upper

Under 12 Months 0% 100%

12 months to 2 years 0% 100%

2 years to 5 years 0% 100%

5 years to 10 years 0% 100%

10 years to 20 years 0% 100%

20 years to 30 years 0% 100%

30 years to 40 years 0% 100%

40 years to 50 years 0% 100%

lower Upper

Under 12 Months 0% 30%

12 months to 2 years 0% 30%

2 years to 5 years 0% 30%

5 years to 10 years 0% 30%

10 years to 20 years 0% 10%

20 years to 30 years 0% 10%

30 years to 40 years 0% 10%

40 years to 50 years 0% 10%

Maturity Structure of fixed interest rate borrowing 2018/19

Maturity Structure of variable interest rate borrowing

2018/19



 

Affordability prudential indicator - Ratio of financing costs to net revenue 
stream  

This indicator assesses the affordability of the capital investment plans.   It provides an indication 
of the impact of the capital investment plans on the Council’s overall finances 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. 
 

 

 

This prudential indicator shows that the ratio of financing costs to the net revenue stream 
is increasing. This is not unexpected given that the Council has an income generation 
strategy that has identified an additional £50m of Capital expenditure over the period 
2017/18 to 2020/21. The above ratio does not take into account the income that will be 
generated from the energy initiatives and commercial property acquisitions.  
 

 

Other Prudential Indicators  

 

Internal Borrowing and Gearing ratios for the authority are included in the Capital Strategy. 

Additional prudential indicators will be developed as the forward capital plans of the authority 

are developed. 

2017/18 2018/19 2019/20 2020/21 2021/22

Actual Rev.Est Estimate Estimate Estimate

Financing Costs £'000 £'000 £'000 £'000 £'000

1. Interest Charged to General Fund 925                 1,366         1,983           2,296             2,394         

2. Interest Payable under Finance Leases and 

any other long term liabilities -                  -              -               -                 -             

3. Gains and losses on the repurchase or 

early settlement of borrowing credited or 

charged to the amount met from government 

grants and local taxpayers -19 0 0 0

4. Interest and Investment Income -305 -366 -553 -834 -1,062 

5. Amounts payable or receiveable in respect 

of financial derivatives -                  -              -               -                 -             

6. MRP, VRP 717                 795             1,184           1,628             1,775         
6. Depreciation/Impairment that are  charged 

to the amount to be met from government 

grants and local taxpayers -                  -              -               -                 -             

Total 1,318              1,795         2,614           3,090             3,107         

Net Revenue Stream

Amount to be met from government grants 

and local taxpayers 13,373           13,034       13,034        13,389          13,673       

Ratio

Financing Cost to Net Revenue Stream 10% 14% 20% 23% 23%

Prudential Indicator: Financing Cost to Net 

Revenue Stream


