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Effective and safe use of our resources to deliver service improvements and service 
continuity through capital investments. 

RECOMMENDATION 

The Audit Committee is asked to note: 

1) The treasury management annual report for 2012113; and 

2) The actual 2012113 prudential indicators within the report. 

SUMMARY OF REPORT 
The 'Treasury Management Annual Report' is a requirement of the Council's reporting 
procedures. It covers the treasury activity during 2012/13 and the actual Prudential 
Indicators for 2012/13. 

The report highlights the Council's treasury position as at 31 March 2013, sets out the 
treasury management decisions taken during 2012113 and shows that the council has 
complied with its strategy and the prudential indicators that were set in February 2012. 

The key actual prudential and treasury indicators de!alnng the impact of capital 
expenditure activities during the year, with comparators, are found in Appendix C. 

Other prudential and treasury indicators are to be found in the main body of this report. 
The Strategic Director of Resources confirms that borrowing would have been only 
undertaken for a capital purpose and the statutory borrowing limits (the authorised limit), 
was not breached. 

The financial year 2012f13 continued the challenging investment environment of previous 
years, namely low investment returns and continuing heightened levels of counterparty 
risk. 

As at 31st March 2013the Non* HRA extemal debt was £46,464m which has had no 
movement since 31st March 2012. 

The HRA External Debt as at 31st March 2013 was £87,718m which has had no 
movements since 31st March 2012. The HRA has an internal loan of£8,874,000from the 
council general fund. The average interest on the external HRA roan is 2.8% compared to 
an average of 4.4% for general fund borrowing. This represents a approximate saving of 
£1.4M per annum, and enabled the HRA to set aside £640k in 2012f13 towards the first 
loan repayment of£2.7m due in March 2014. 

In 2012*13 debt did not increase as the council took the opportunity to use internal funds 
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at a cost of approx. 0.8% as compared to nearer 4% from borrowing with the Public 
Works Loan board (PWlB). 

Icelandic Investments as of 31st March 2013 the council has received £3.26Sm of the £Sm 
invested (65"10). By December 2019 the council expects to recover £4.769m (95.3%)01 the 
original investment. 

Background 

The full Treasury Annual report for 2012113 is shown in Appendix A. 

The Councils Counter party List at 31s1 March 2013 is shown in Appendix B 

The Councils Prudential indicators are shown in Appendix C 

A qlossalY of tenns is shown in Appendix D 

FINANCIAL IMPLICATIONS OF THE RECOMMENDATION 

How much will it Is there sufficient Revenue or 
Cost! (Save) funding - if no! 

I aua~iifv the Shortfall 
Capital? 

Current Financial Investment y" Revenue and 
Year (Year 1) £ 61,742m Capital 

Debt 
£143,636M 

Next Financial Year 
I {Year2} 

NfA NfA Capital 

Followin Financial NfA NfA Ca ita! 
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I Year (Year 3) 

Other financIal information relevant to the RecommendationlDecision 

I Cross-Council Implications 

I LIst of Background Papers 

Contact Ste hen McGrail 
Telephone No 01189746560 

Date 03/0612013 
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Appendix A 

1. Introduction and Background 
a. This Council is required by regulations issued under the Local Government 

Act 2003 to produce an annual treasury management review of activities and 
the actual prudential and treasury indicators for 2012f13. This report meets 
the requirements of both the CIPFA Code of Practice on Treasury 
Management (the Code) and the CIPFA Prudential Code for Capital Finance 
in Local Authorities (the Prudential Code). 

b. During 2012f13 the Executive has received the following reports: 

An annual treasury strategy at its meeting on the 23rd February 2012. 
A mid-year treasury update report at its meeting on the 31st January 
2013. 
This report provides the annual review following the end of the year 
describing the activity compared to the strategy. 

2. This report summarises the following:-

a. Capital activity during the year; 
b. Impact of this activity on the Council's underlying indebtedness (the Capital 

Financing Requirement); 
c. The actual prudential and treasury indicators; 
d. Overall treasury position identifying how the Council has borrowed in relation 

to this indebtedness, and the impact on investment balances; 
e. Summary of interest rate movements in the year; 
f. Detailed debt activity; 
g. Detailed investment activity. 

3. The Council's Capital Expenditure and Financing 2012f13 

The Council undertakes capital expenditure on long-term assets. These 
activities may either be: 

Financed immediately through the application of capital or revenue 
resources (capital receipts, capital grants, revenue contributions etc.), 
which has no resultant impact on the Council's borrowing need; 
Funded by borrowing (Internal or External). 

The actual capital expenditure fonns one of the required prudential indicators. 
The tables on the following page show the actual capital expenditure and how 
this was financed. 

Page I 3 
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Table 1 

Table 3 

Page I 4 
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4. The Council's Overall Borrowing Need 

a) The Council's underlying need to borrow for capital expenditure is termed the 
Capital Financing Requirement (CFR). This figure is a gauge of the Council's 
net debt position. The CFR results from the capital activity of the Council and 
the resources which have been used to pay for the capital spend. It 
represents the 2012113 capital expenditure (see table 3 on the previous 
page), and prior years' net or unfinanced capital expenditure which has not 
yet been paid for by revenue or other resources. 

b) Part of the Council's treasury activities is to address the funding requirements 
for this borrowing need. Depending on the capital expenditure programme, 
the treasury service ensures that sufficient cash is available to meet the 
capital plans and cash flow requirements. This may be soureed Ihrough 
borrowing from external bodies (such as the Government, the Public Works 
Loan Board [PWLBj or the money markets), or utilising temporary cash 
resources within the Council (Internal Borrowing). 

c) Reducing the CFR - the Council's (non Housing Revenue Account) 
underlying borrowing need (CFR) is nol allowed to rise beyond an affordable 
level. Slatutory controls are in place 10 ensure that capital assets are broadly 
charged to revenue over the life of the asset. The Council is required to make 
an annual revenue charge, called the Minimum Revenue Provision - MRP, to 
reduce the CFR. This is effectively a repayment of the non-Housing Revenue 
Account (Non-HRA) borrowing need (there is no statutory requirement to 
reduce the HRA CFR). This differs from the treasury management 
arrangements which ensure that cash is available to meet capita! 
commitments. External debt can also be borrowed or repaid at any time, but 
this does not change the CFR. 

d) The total CFR can also be reduced by: 
the application of additional capital financing resources (such as 
unapplied capital receipts); or 
charging more than the statutory revenue charge (MRP) each year 
through a Voluntary Revenue Provision (VRP). 

e) The Council'S 2012113 MRP Policy (as required by Communities and local 
Government (CLG) Guidance) was approved as part of the Treasury 
Management Strategy Report for 2012113 on 2310212012. 

f) The Council's CFR for the year is shown on the following page, and 
represents a key prudential indicator. It includes private finance initiative 
(PFI) and leasing schemes on the balance sheet, which increase the 
Council's borrowing need as there, are also classified as capital expenditure. 
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The variance between budget and actual in 12/13 is due largely to the 
movement of Wo king ham enterprise assets back into Wokingham Borough 
Council's ownership (Funded by borrowing). 

The expenditure in 2011112 was duetothe housing subsidy be'lng replaced by 
the housing revenue account Self-financing. The voluntary repayment of 
£640k will be used towards funding the repayment of the HRA loan of £2.7m 
due for repayment in March 2014. 

g). Borrowing activity is constrained by prudential indicators for net borrowing and 
the CFR, and by the authorised limit. 

h). Net borrowing and the CFR - in order to ensure that borrowing levels are 
prudent over the medium term, the Council's external borrowing, net of 
investments, must only be for a capital purpose. This essentially means that 
the Council is not borrowing to support revenue expenditure. Net borrowing 
should not therefore, except in the short term, have exceeded the CFR for 
2012/13fromfinancing the capital programme. This ind'lcatorallows the 
Council some flexibility to borrow in advance of its immediate capital needs in 
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2012f13. The table below highlights the Council's net borrowing position 
against the CFR. The Council has complied with this prudential indicator. 

i). [t should be noted that this indicator is changing to compare gross borrowing 
to the CFR with effect from 2013f14; this is expected to provide a more 
appropriate indicator. 

5. The authorIsed limit 

The authorised limit is the 'affordable borrowing limif' required by section 3 
of the Loca[ Government Act 2003. The Council does not have the power to 
borrow above this leve1. The table below demonstrates that during 2012/13 
the Council has maintained gross borrowing within its authorised limit. 

6. The operational boundary 

The operational boundary is the expected borrowing position of the Council 

during the year. Periods where the actual position is either below or over the 
boundary is acceptable subject to the authorised limit not being breached. 

189,000 189,000 134,182 
Other long term liabilities 

Total 
1,000 

190,000 

1,000 

190,000 
9,454 

143,636 
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7. Actual financing costs as a proportion of net revenue stream 

Actual financing costs as a proportion of net revenue stream - this indicator 
identifies the trend in the cost interest on borrowings as a percentage of 
gross revenue budget. 

8. Borrowing Strategy 
a) The Council is currently maintaining an under-borrowed position. This means 

that the capital borrowing need (the Capital Financing Requirement), has not 
been fully funded with loan debt as cash supporting the Council's reserves, 
balances and cash flow has been used as a temporary measure to fund 
capital expenditure, This strategy is prudent as investment returns are low 
and counterparty risk is relatively high (in current environment). 

Page I 8 

The table on the following page shows the internal borrowing of the Council 
in 2011112 and 2012113. 
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Sector's advice (Wokingham Borough Council's treasury advisors) suggests 
it is prudent not to exceed an intemal borrowing level of 25-30% of our CFR 
to minimise our net debt interest exposure level. 

9, Treasury Position as at 31 March 2013 

Page I 9 
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assessing the optimum length of loan required (short dated loans are usually 
cheaper), our finance team managed to achieve a beneficial average loan 
rate for the PWLB funded debt, by taking our numerous loans for different 
periods of time. This means that instead of paying £4m a year, the HRA 
pays £2.8m a year which is a £1.2m saving p.a. This is a great deal for the 
Housing Revenue Account, secured by our finance team, and means that 
more money is available to either meet our Decent Homes Standard andlor 
achieve debt free status even quicker 

a) The Council's debt and investment position is managed by the Strategic 
Director of Resources in order to ensure adequate liquidity for revenue and 
capital activities, security for investments and to manage risks within all 
treasury management activities. Procedures and controls to achieve these 
objectives are well established both through Member reporting and through 
officer activity detailed in the Council's Treasury Management Practices. On 
the following page a table demonstrates the council's treasury position as at 
the beginning and the end of 2012113. 

b) The maturity structure of the debt portfolio as at 31 st March 2013 is shown 
below a detailed breakdown is shown in appendix C. 

Page 110 
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Maturity Stucture of the Debt portfolio 

c) The maturity structure of the investments portfolio as at 31 ,t March 2013 was 
as follows: 

31/0312012 2012113 31/03/2013 
Investments Actual Budget Actual 

£'000 £'000 £'000 

Investments 
Longer than 1 year 2199 10,000 1,553 
Under 1 year 43,307 40,000 60,189 
Total 45,506 50,000 61,742 

d) The exposure to fixed and variable rates was as follows: 

Interest rate exposures : 2011112 2012113 2012/13 
Actual Budget Actual Debt £'000 £'000 £'000 

Upper limit on fixed rate 
110,182 180,000 110,182 exposures - Net Position 

Upper limit on variable rate 
24 ,000 40,000 24,000 exposures - net position 

Interest rate exposures: 2011/12 2012/13 2012/13 
Actual Budget Actual Investment 
£'000 £'000 £'000 

Upper lim it on fixed rate 
-25,340 -80,000 -37,759 exposures - Net Position 

Upper limit on variable rate 
-20,133 -40,000 -23,983 exposu res - net position 
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10. The Strategy for 2012113 
Continued uncertainty in the aftennath of the 2008 financial crisis promoted 
a cautious approach, whereby investments would continue to be dominated 
by low counterparty risk considerations, resulting in relatively low returns 
compared to borrowing rate. 

The strategy adopted in the original Treasury management strategy report 
for 2012113 approved by the Council on 23 February 2012 has been adhered 
to. However, there was a technical adjustment required to the capital 
financing requirement (CFR) this was as a result of an incorrect treatment of 
MRP. This has no impact on the agreed borrowing levels. 

11. The Economy and Interest Rates 
a) The original expectation for 2012113 was that Bank Rate would not rise in 

2012113 or2013114 and for ilto start gently rising from quarter 4 2014. 
This forecast rise has now been pushed back to a start in quarter 1 2015 
at the earliest. Economic growth (Gross domestic product- GOP) in the 
UK was virtually flat during 2012113, due to the UK austerity programme, 
subdued domestic consumer expenditure, a lack of rebalancing of the UK 
economy to exporting and weak growth in our biggest export market - the 
European Union (EU). This weak UK growth resulted in the Monetary 
Policy Committee increasing quantitative easing by £50bn in July to a total 
of £375bn. Bank Rate, therefore, ended the year unchanged at 0.5%, 
while Consumer price index (CP!) inflation has remained stubbornly high 
and above the 2% target, starting the year at 3.0% and reducing to 2.4% in 
April; however, it is forecast to fall to 2% in three years' time. The 
European Union(EU) sovereign debt crisis was an on.going saga during 
the year, with an eventual very protracted agreement of a second bailout 
for Greece in December foHowed by a second major crisis, this time over 
Cyprus, towards the end of the year. 

b) Gilt yields oscillated during the year as events in the on-going Eurozone 
debt crisis ebbed and flowed, causing corresponding fluctuations in safe 
haven flows into lout of UK gills. This, together with a further £50bn of 
Quantitative eaSing (QE) (mentioned above) and widely expected further 
Quantitative easing (QE) still to come, combined to keep PWLB rates 
depressed for much of the year at historically low levels. 

Page 112 

The Funding for Lending Scheme, announced in July, has resulted in a 
flood of cheap credit being made available to banks and this has resulted 
in money market investment rates falling drastically in the second half of 
the year. However, perceptions of counterparty risk have improved after 
the European Central Bank (ECS) slatement in July that it would do 
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"whatever it takes" to support struggling Eurozone countries. This has 
resulted in some return of confidence to move away from only very short 
tenn investing. 

cl The UK coalition Govemment maintained its tight fiscal policy stance 
against a background of warnings from two credit rating agencies that the 
UK could lose its AfJ.A credit rating. Moody's followed up this warning by 
actually downgrading the rating to AA+ in February 2013 and Fitch then 
placed their rating on negative watch, after the Budget in March. 

12. Borrowing Rates In 2012{13 
a) The majority of Wo king ham Borough Council's loans are with the Public 

Works loan Board (PWlB) the Board's interest rates are determined by 
HM Treasury. 

b) From 1 November 2012 a PWlB Certainty Rate was introduced alongside 
the existing PWlB Standard Rate. 

c) Certainty Rate - From 1 November 2012, the Govemment reduced by 20 
basis points (0.2%) the interest rates on loans from PWlB to principal 
local authorities who provided the required infonnation on their plans for 
long-tenn borrowing and associated capital spending, Wokingham 
Borough Council signed up to this rate and has provided the government 
with our estimated spending plans. 

d) PWlB borrowing rates - the graph on the following page shows how 
PWlB rates remained close to historically very low levels during the year. 
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2012/13 PWlB new borrowing rates 1 to SO years 
5.11% ,------------__________ _ 

4.5% j,o"c •• ~.,~_c .. -~-_-•• -",-•• -,-.,-.. -.. -.. -,-"'-,-~-•• -,-•• -•• -.. -.--.. -.-"-".-J-'-"c.",~ .. o~c .• --,,",,~ 
4.11% 

3.5% 

3.11% 
, - '" " 

.>% 

.0% 

.>% 

.0% 

0.5% 

13. Borrowing Outturn for 2012113 
a) General fund - no additional external borrowing was required in 2012-

13. As all borrowing requirements are funded through internal 
borrowing. 

b) Housing revenue account - no additional borrowing was required for 
2012-13. 

14. Investment Rates in 2012113 
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a) Bank Rate remained at its historic low of 0.5% throughout the year; it 
has now remained unchanged for four years. Market expectations of 
the start of monetary tightening were pushed back during the year to 
early 2015 at the earliest. The Funding for Lending Scheme resulted in 
a sharp fall in deposit rates in the second half of the year. 
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15. Investment Outturn for 2012113 
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al The Council's investment policy is governed by Communities local 
Government guidance, which has been implemenled in the annual 
investment strategy approved by the Council on 23rd February 2012. 
This policy sets out the approach for choosing investment 
counterparties, and is based on credit ratings provided by the three main 
credit rating agencies supplemented by additional market data (such as 
rating outlooks, credit default swaps, bank share prices etc.). 

The investment activity during the year conformed to the approved 
strategy, and the Council had no liquidity difficulties. 

b) Resources-The Council's longer term cash balances comprise, 
primarily, revenue and capital resources, although these will be 
influenced by cash flow considerations. The Council's core cash 
resources comprise the following and met the expectations of the budget 
Tabfe to added 

cl Investments held bv fund manager - The CouncIl has appointed 2 
external fund managers to invest part of its cash balances. The Graph 
on the following page shows the performance of the managers against 
the benchmark. 
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Investment Performance Compared to Budget and 
Benchmark 

Appendix A 

0.70 

Apr May JUIl Jul Aug Sep Qct Nov Dec Jail Feb Mar 

Montl! 

Due to continued uncertainty in the financial markets in particular the need to ensure 
funds are only lent la high quality counlerparties the Council has been able to 
achieve above the benchmark (7 day LBID- London Interbank Bid Rate) 
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16,106 12,500 22,736 

d) Performance Measurement - One of the key requirements in the 
Code is the formal introduction of perfonnance measurement relating to 
investments, debt and capital financing activities. Whilst investment 
performance crrteria have been well developed and universally 
accepted, debt perfonnance indicators continue to be a more 
problematic area with the traditional average portfolio rate of interest 
acting as the main guide. The Council's performance indicators were 
set out in the Annual Treasury Management Strategy. 
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i6.Risks 
The Council has complied with all of the relevant statutory and regulatory 
requirements which limit the levels of risk associated with its treasury 
management activities. In particular its adoption and implementation of both 
the Prudential Code and the Code of Practice for Treasury Management 
means both that its capital expenditure is prudent, affordable and 
sustainable, and its treasury practices demonstrate a low risk approach. 

The Council is aware of the risks of passive management of the treasury 
portfolio and, with the support of Sector, (the Council's advisers), has 
proactively managed the debt over the year. 

Shorter-term variable rates and likely future movements in these rates 
predominantly determine the Council's investment return. These returns can 
therefore be volatile and, whilst the risk of loss of principal is minimised 
through the lending list, accurately forecasting returns can be difficult. 

17. Icelandic Bank Defaults 
Early in October 2008, the Icelandic banks Landsbanki, Kaupthing and 
GIi!nir collapsed and the UK subsidiaries of these banks, Heritable and 
Kaupthing Singer and Friedlander went into administration. The Council had 
£Sm deposited across two of these institutions, with varying maturity dates 
and interest rates set out on the following page. As of 31/0312013 the council 
had received repayment totalling £3.26Sm. 
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The carrying amounts ofthe investments included in the Balance Sheet, 
have been calculated using the present value of the expected repayments, 
discounted using the investment's original interest date. 

All monies within these institutions are currently subject to the respective 
administration and receivership processes. The amounts and timing of 
payments to depositors such as the council will be detennined by the 
administrators I receivers. The current situation with regards to recovery of 
the sums deposited varies between each institution. As the available 
infonnalion is not definitive as to the amounts and timings offuture payments 
to be made by the administrators I receivers, it is possible that further 
adjustments will be made to the accounts in future years. The impainnent 
has been calculated in line with FRS 25 and 26; however, in cash tenns the 
Council currently expects to recover a total of £4.769m of the original £Sm 
invested by December 2019. The Council has followed the advice from the 
Chartered Institute of Public Finance and Accountancy (CIPFA) in their 
guidance note LAAP 82 Update No 7 issued in May 2013 on expected 
payment dates and amounts. The carrying amounts of the investments 
included in the Balance Sheet, have been calculated using the present value 
of the expected repayments, discounted using the investment's original 
interest date. 

Heritable Bank 
Heritable bank is a UK registered bank under Scottish law. The company 
was placed in administration on 7 October 2008. The current position on 
actual payments received and estimated future pay-outs is as shown in the 
table below and this council has used these estimates to calculate the 
impairment based on recovering 88p in the £. Recoveries are expressed as 
a percentage of the authority's claim in the administration, which includes 
interest accrued up to 6 October 2008. 
The current position on payments received to 31s1 March 2013 (77.2%), and 
expected future payments (10.8%), is set out below. 
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Received to 31'[ March 2013 
Jut 2013 
January 2014 
<Tot~L 

:~ ~~tt~~~r: :R~p~~~~nt; 
2,319 

64 
281 

'2;66<1: 

77.20 
2.00 
8.80 

88.00 
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Landsbanki 

Landsbanki Islands hf is an Icelandic entity. Following steps taken by the 
Icelandic Government in early October 2008 its domestic assets and 
liabilities were transferred to a new bank (new Landsbanki) with the 
management of the affairs of Old Landsbanki being placed in the hands of a 
resolution committee. Following the Icelandic Supreme Court decision to 
grant UK local authorities priority status, the winding up board made a 
distribution to creditors in a basket of currencies in February 2012. 

An element ofthe distribution is in Icelandic Kronerwhich has been placed in 
an escrow account in Iceland and is earning interest of 3.35%. This element 
of the distribution has been retained in Iceland due to currency controls 
currently operating in Iceland and as a result is subject to exchange rate risk, 
over which the Council has no control. The current position on payments 
received to 31st March 2013 and estimated future pay-outs is as shown in 
the table below and this council has used these estimates to calculate the 
impairment based on recovering lOOp in the £. 

Recovery is subject to the following uncertainties and risks: 
The impact of exchange rate fluctuations on the value of assets 

recovered by the resolution committee and on the settlement of the 
authority's claim, which may be denominated wholly or partly in currencies 
other than sterling. 

Recoveries are expressed as a percentage of the councils claim in the 
administration, which it is expected may validly include interest accrued up to 
22 April 2009 [or maturity date if earlier]. 
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Accounting for the Impairment 

No changes were required in 2012113to the impairment balances at 31st 
March 2012 shown above, however, adjustments may be required in future 
accounts if the above assumptions for payment dates and levels are 
amended. The impairment reduction from previous years (principal plus 
interest not received) recognised in the Income and Expenditure Account in 
2011/12, £1.959m, was calculated by discounting the assumed cash flows at 
the effective interest rate of the original deposits in order to recognise the 
anticipated loss of interest to the authority until monies are recovered. 
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Counterpartv list as at 31 March 2013 
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The figures in the table above are Principal values only, the amounts in the body of 
the report include accrued interest accounted for on the authority's balance shoot at 
year end. 

Investments held by the external fund managers follow the criteria set out in the 
treasury management strategy over counlerparty selection. 
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Prudential and treasury indicators 
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110,182 180,000 110,182 

24,000 40,000 24,000 

Investments -25,340 -80,000 -37,759 

, I 
Investments -19,593 -40,000 -23,983 

I , 
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Under 1 Year 
1-5Years 
6-10 Years 
11-20 Years 
31 -40 Years 

41 Years and above 
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2,700 3.08% 
8,324 9.49% 

17,292 19.71% 
58,358 66.53% 

477 0.54% 
567 0.65% 
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Glossarv of terms 

PWLB - Public Works Loan Board - is a statutory body operating within the Debt 
Management Office, an Executive Agency of HM Treasury. 

CFR - Capital Financing Requirement- reflects the Council's underlying need to 
borrow for a capital purpose. It shows the total estimated capital expenditure that 
has not been resourced from capital or revenue sources. This requirement will 
eventually be met by revenue resources through the Minimum Revenue Provision 
mechanism. 

MRP - Minimum Revenue Provision-Is a provision the council has set-aside from 
revenue to reduce borrowing arising from unfinanced capital expenditure 
(Borrowing). 

Authorised Limit - Represents the limit beyond which borrowing is prohibited, and 
needs to be set and revised by Members. It reflects the level of borrowing which, 
while not desired, could be afforded in the short term, but is not sustainable in the 
longer term. 

Boundary Limit -Is an estimate as the authorised limit but reflects an estimate of 
the most likely, prudent, but not worst case scenario, without the additional 
headroom included within the authorised limit to allow for example for unusual cash 
movements. 

PWLB certainty rate - A reduced interest rate from PWlB to principal local 
authorities, which provided required information to government on their plans for 
long-term borrowing and associated capita! spending. 

CIPFA Prudential code - is a professional code of practice to support local 
authorities in taking capital investment decisions. local authorities determine their 
own programmes for capital investment in fixed assets that are central to the delivery 
of quality local public selVices in accordance with the Prudential Code. 

Gross domestic product (GDP) - is the market value of all officially recognized final 
goods and services produced within a country in a given period oftime. 

Consumer price index (CPI) - measures changes in the price level of a market 
basket of consumer goods and services purchased by households. 

ECB - European Central Bank. 

Gilt- is a UK Government liability in sterling, issued by HM Treasury and listed on 
the London Stock exchange. 

Voluntary Revenue Provision (VRP) - This a discretionary provision to reduce the 
unfinanced capital expenditure (Borrowing) funded by revenue. 
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Private Finance Initiative (PFI) - This is funding public infrastructure projects with 
private capital. 

Quantitative easing (QE) -A government monetary policy occasionally used to 
increase the money supply by buying government securities or other securities from 
the market. Quantitative easing increases the money supply by flooding financial 
institutions with capital, in an effort to promote increased lending and liquidity. 

Communities and Local Government (CLG) - Is a ministerial department, 
supported by 12 agencies and public bodies. They are working to move decision
making power from central government to local counclls. This helps put communities 
in charge of planning, increases accountability and helps citizens to see how their 
money is being spent. 

Financing Cost to Net Revenue Stream-The percentage of the revenue budget set 
aside each yearlo service debt financing costs. 

London Interbank Bid Rate - the rate at which banks will bid to take deposits in 
Eurocurrency from each other. The deposits are for terms from overnight up 10 five 
years. 
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