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PRUDENTIAL CODE 
 
 

Prudential Indicators 2013-16 
 
 

The Fire Authority’s Prudential Indicators for the period 2013-16 with a brief 
description of each are outlined below:- 

1 Capital Expenditure 

 
This indicator shows the estimated capital expenditure for the next three years 
in cash terms. The capital expenditure figure for each year is made up of 
estimated slippage brought forward from previous years’ capital programmes 
plus expenditure arising from the proposed capital programme for that year 
less slippage on that year’s capital programme.   
 

 2013-14 
£000 

2014-15 
£000 

2015-16 
£000 

Brought Forward  179  1,098  2,150 
2013-14 Starts  4,214     
2014-15 Starts     7,500   
2015-16 Starts      6,000 
Slippage   (1,098)  ((2,150)  (2,038) 
Total   3,295  6,448  6,112 

 

2 Capital Financing Requirement 

 
The capital financing requirement represents the underlying borrowing need. 
It includes the estimated capital expenditure for the next three years to the 
extent that it is not financed directly, e.g. from external income, capital 
receipts or revenue. This need may be met from a mixture of external 
borrowing and the temporary use of internal reserves.   
 
The fundamental issue is for the Authority to be satisfied that it can afford the 
full revenue implications of its capital expenditure, both borrowing costs and 
running costs. 
 
Under the Prudential code, net external borrowing should not exceed the total 
capital financing requirement for the preceding, current and next two years, 
except in the short term. The reason for this rule is to ensure that over the 
medium term net borrowing will only be for a capital purpose. Net external 
borrowing figures for 2011/12 to 2015/16 are therefore shown below for 
information. As can be seen from the table, net external borrowing is well 
below the capital financing requirement.  The net borrowing figures are 
negative where the value of investments exceed the value of borrowing. 
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Capital Financing Requirement 
Figures 

Net External Borrowing Figures                       
(Borrowing net of investments) 

 
 £000  £000 
2011/12 (Actual) 10,814 2011/12 (Actual)  (1,180) 
2012/13 (Projected) 10,090 2012/13 (Projected) (4,654) 
2013/14 (Estimated) 9,414 2013/14 (Estimated) (5,775) 
2014/15 (Estimated) 10,479 2014/15 (Estimated) (3,840) 
2015/16 (Estimated) 12,223 2015/16 (Estimated) (524) 

 

3 Financing Costs 

Financing costs comprise the provision for repaying debt, direct funding of 
capital from revenue, and the cost of interest.  Interest costs are reduced by 
interest earned on investments.   
 
The indicators below show the ratio of financing costs to the Authority’s net 
revenue stream. They take account of all the capital expenditure included in 
the capital expenditure indicator.   
 
 2013-14 

% 
2014-15 

% 
2015-16 

% 
Gross Capital Financing costs 2.10 2.03 1.97 
Net Capital Financing Costs  1.87 1.79 1.73 

 
Gross financing costs are reduced by investment income to give net financing 
costs.  
 

4 Impact on Council Tax 

This indicator shows the impact of capital investment decisions on the Council 
Tax.  This has been analysed to indicate separately the impact of each year of 
the three year capital programme. It includes both the gross financing costs 
and the running costs. The indicator shows the incremental impact on the 
Band D Council Tax. 
 2013-14 

(£/Band D) 
2014-15 

(£/Band D) 
2015-16 

(£/Band D) 
2013-14 Starts 0.00 - - 
2014-15 Starts  - 0.51 - 
2015-16 Starts - - 0.74 
Total Impact 0.00 0.51              0.74 
    
 
 
 
 
 



Appendix 8 to Item 3 
Cheshire Fire Authority 

13 February 2013 

Appendix 8 

 
Treasury Management Indicators 
 
The Prudential Code specifies the indicators to be approved which give shape 
to the overall level of external borrowing, its maturity structure and the 
balance between fixed and variable interest. 
 
The first prudential indicator in respect of treasury management is that the 
Authority has adopted the CIPFA Code of Practice for Treasury Management 
in the Public Services. The Fire Authority adopted this code on 1 April 2003.  
 
The following two indicators exercise control on the overall level of debt. : 

5 The Authorised Limit  

This is the borrowing limit set by the Authority. The authorised limit is the 
expected maximum borrowing need with some headroom for unexpected 
developments such as unusual cash movements. At the budget meeting in 
February 2004, the Authority approved the delegation of authority to the 
Treasurer to alter the mix of borrowing and other long term liabilities within the 
authorised limit.  
  

 2013-14 
£000 

2014-15 
£000 

2015-16 
£000 

Borrowing 5,334 7,030 9,476 
Other long term liabilities 0 0      0                
    
Authorised Limit for 
External Debt 

5,334 7,030 9,476 

 

6 The Operational Boundary 

The Authority is also asked to approve the operational boundary for external 
debt.  This uses the same estimates as the authorised limit, but is based on 
the probable, rather than the maximum external debt. It is not an absolute limit 
and actual borrowing could exceed the boundary for short times. At the 
budget meeting in February 2004, the Authority approved the delegation of 
authority to the Treasurer to alter the mix of borrowing and other long term 
liabilities within the authorised limit.  
 

 

 2013-14 
£000 

2014-15 
£000 

2015-16 
£000 

Borrowing 3,346 5,034 7,476 
Other long term liabilities 0 0 0 
    
Operational Boundary for 
External Debt 

3.346 5,034 7,476 
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The Prudential Code regulates treasury management activities through the 
following limits: 

7 Interest rate exposure 

Indicators have to be set which limit the extent to which the Authority is 
exposed to interest rate changes. The proposed upper limits are therefore 
shown below for the principal sums of fixed rate and variable rate borrowings 
net of investments 
 

 
Upper limit on: 

2013-14 
£000 

2014-15 
£000 

2015-16 
£000 

Net fixed rate borrowing 5,334 7,030       9,476 
Net variable rate borrowing  1,334 1,758 2,369 

 

8 Maturity structure of fixed rate borrowing  

Limits are to be set for the Authority’s exposure in 2013-14 to the refinancing 
cost of loans as they mature.  These indicators set out both the upper and 
lower limits for the maturity structure of borrowings.  

 2013-14 

Upper Limit   

 % 

2013-14 
Lower 
Limit     

%  

Under 12 Months 15 0 
12 months and within 24 months 15 0 
24 months and within 5 years 25 0 

5 years and within 10 years 35 0 
10 years and above 90 50 

9 Principal sums invested for periods longer than 364 days 

Where an authority invests, or plans to invest, for periods longer than 364 
days, then the authority needs to set an upper limit for each forward financial 
year period for the maturing of such investments. The purpose of this limit is 
for the Authority to contain its exposure to the possibility of loss that might 
arise if it had to seek early repayment or redemption of investments. 

The Fire Authority currently has a total of £1m invested for periods longer than 
364 days. In order to allow the flexibility to invest monies for more than 1 year, 
where funds are available and market conditions are favourable, it is 
necessary to set limits on the total principal sum invested to final maturities 
beyond the year end. 
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Notes: 

• The benefits of the indicators will be derived from monitoring them over 
time rather than from the absolute value of each.  The indicators are not 
intended to be used as comparators between Authorities.  

• The figures used for the later years are necessarily broad estimates, 
including the level of Government support beyond 2013-14. Such 
estimates can and will be revised as better information becomes available. 

 
 

 

2013-14 
£000 

2014-15 
£000 

2015-16 
£000 

Upper Limit on investments beyond the 
period end   

5,000 5,000 5,000 


