The Prudential Code for Capital Finance in Local Authorities: Fully
Revised Guidance Notes for Practitioners 2007

CONTENTS
Abbreviations
Introduction

The Prudential Systems of Capital Finance
ENGLAND AND WALES
SCOTLAND

Corporate Governance Issues
THE ROLE OF THE CHIEF FINANCE OFFICER

Financial Planning and Option Appraisal

Calculating the Prudential Indicators
ESTIMATES, LIMITS AND ACTUALS
THE DEFINITION OF CAPITAL EXPENDITURE AND LONG-TERM LIABILITIES
THE PRINCIPLES ADOPTED FOR THE HOUSING REVENUE ACCOUNT
GROUP ACCOUNTS
FINANCIAL REPORTING STANDARD 17
TRANSITIONAL ARRANGEMENTS
REPORTING THE PRUDENTIAL INDICATORS

Affordability and the Prudential Indicators of Affordability
CAPITAL EXPENDITURE
FINANCING COSTS
NET REVENUE STREAM
THE RATIO OF FINANCING COSTS TO NET REVENUE STREAM
INCREMENTAL IMPACT ON COUNCIL TAX AND HOUSING RENTS
THE CAPITAL FINANCING REQUIREMENT
EXTERNAL DEBT
THE AUTHORISED LIMIT
THE OPERATIONAL BOUNDARY

Prudence and Prudential Indicators for Prudence
NET BORROWING AND CAPITAL FINANCING REQUIREMENT
DEFERRED CHARGES
TREASURY MANAGEMENT INDICATORS OF PRUDENCE
THE RELATIONSHIP WITH THE TREASURY MANAGEMENT CODE



THE STATUTORY FRAMEWORK FOR INVESTMENTS

SPECIFIC TREASURY MANAGEMENT INDICATORS OF PRUDENCE
INTEREST RATE EXPOSURES

MATURITY STRUCTURE OF BORROWING

TOTAL PRINCIPAL SUMS INVESTED

Financing Costs — Legislative Requirements (England)
THE GENERAL FUND MINIMUM REVENUE PROVISION (ENGLAND)
THE COMMUTATION ADJUSTMENT (ENGLAND)
THE DEPRECIATION OF CAPITAL PROJECTS (ENGLAND)
THE HOUSING REVENUE ACCOUNT CAPITAL FINANCING REQUIREMENT AND
FINANCING COSTS (ENGLAND)

Financing Costs — Legislative Requirements (Wales)
CALCULATION OF THE MINIMUM REVENUE PROVISION CHARGE TO THE COUNCIL
FUND (WALES)
THE COMMUTATION ADJUSTMENT (WALES)
THE HOUSING REVENUE ACCOUNT CFR AND FINANCING COSTS (WALES)

Financing Costs (Scotland)
‘Safety’ Mechanisms and Government Reserve Powers

The Operation of the Prudential System

APPENDIX: Capital financing requirement
INTRODUCTION
CALCULATION OF THE CAPITAL FINANCING REQUIREMENT
ESTIMATING THE FUTURE CAPITAL FINANCING REQUIREMENT
QUESTIONS AND ANSWERS ABOUT THE CAPITAL FINANCING REQUIREMENT



