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	2010-11 Revised Capital, Borrowing

 and Treasury Management Strategies


	PURPOSE


	1.


	To update Members on the revised Capital, Borrowing and Treasury Management strategies for 2010-11 and to report the 2009-10 outturn Treasury Management and Prudential Indicators.


	RECOMMENDATION


	2.
	Members are requested to:

· Agree the reduced capital programme of £8.9m for 2010-11

· Agree the borrowing strategy of £6.7m to finance the capital programme

· Agree the borrowing strategy of £3.3m to contribute towards the financing of previous capital expenditure.

· Approve the Treasury Management Strategy to support the Capital and Borrowing Strategies

· Note the outturn Treasury Management and Prudential Indicators for 2009-10.


	REASONS FOR RECOMMENDATION


	3.
	To ensure the Authority has an achievable and affordable capital programme supported by the Treasury Management Strategy.


	SUMMARY OF KEY POINTS


	4.
	Members are aware that in February they approved Capital Strategy of £15.1m for 2010-11 and the Treasury Management Strategy that supported the Capital strategy at that time. In June Members agreed Capital carry forwards of £1.958m  resulting in a total Capital programme of £17.1m for 2010-11.

For a number of years the Force have had ambitious Capital programmes and had to manage the slippage. The Capital programme for 2010-11 was also ambitious and with the recent changes in public financing needs to be amended to reflect what is needed as a priority to support Policing in Nottinghamshire.

As a result of this the Force have undertaken a review of the 2010-11 Capital programme and identified projects which could be deferred or withheld resulting in a revised Capital programme of £8.9m. The full review of the Capital programme for future years and the Estates Strategy is underway and will be reported to the Authority in the Autumn. 

The financing of the Capital programme is achieved through Capital Grant, which has been reduced in-year by £0.2m to £2.2m for 2010-11, capital receipts (£0) and borrowing (external and internal). The revised Capital Strategy identifies that £6.7m is required in external borrowing to support the Capital Programme for 2010-11. 

In addition to this is the issue of previous years under borrowing. Under borrowing occurs when the Authority’s level of borrowing is below the Capital Financing Requirement and the Authority is using internal resources in lieu of externally borrowing.  This is only possible up to the level of internal resources that the Authority has.

The level of current under borrowing creates a risk for the Authority in managing its funds and any urgent call on balances, this is because the level of under borrowing is approximately equal to the level of internal resources. To rectify this additional borrowing is required, but needs to be affordable. It is therefore recommended that a further £3.3m is borrowed to start to bring cash flow balances to a level at least equal to the level of general reserves over the medium term. Currently, long term interest rates are at an all time low.

The revised Treasury Management Strategy attached at Appendix A details the required limits for borrowing to take place to finance the unsupported element of the Capital Programme and the additional borrowing relating to previous years capital expenditure.




	FINANCIAL IMPLICATIONS AND BUDGET PROVISION


5. The cost of borrowing £10m in 2010-11 would have a revenue impact of £225,000. With a full year impact of £450,000 from 2011-12 onwards. This can be met from the current base budget through the savings identified relating to the minimum revenue provision (MRP) and estimated interest payments both of which had been over estimated and release a potential £794,000 into revenue after accounting for the borrowing commitments identified in this report.

	POLICY IMPLICATIONS


	6.
	This complies with the Authority’s Financial Regulations.


	DETAILS OF CONSULTATION


	7.
	None

	
	

	
	


	BACKGROUND PAPERS


	8.
	Draft Balance Sheet 

Capital Strategy (February Police Authority)

Treasury Management Strategy (February Police Authority)




	FURTHER INFORMATION
	     

	PLEASE CONTACT: Charlotte Radford
	     

	ALSO:
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