
Appendix A - OSC Task & Finish Group – PWLB Borrowing

The Basic ‘Rules’
The Council is able to borrow when it has a ‘need’ to borrow, it is not allowed to borrow in 
advance of that ‘need’.  For example if our capital programme shows we have a shortfall in 
capital funding in 2 years’ time, then when we reach that date we would be able to borrow for 
that capital scheme(s).

Breckland Council is currently debt free as we do not have a ‘need’ to borrow based on our 
current budget and medium term plan.

Borrowing by the Council will always be backed up by a business case & project and the 
length of borrowing will be determined by the specific project/programme.  For example if we 
were borrowing to purchase a refuse vehicle we would choose to borrow over the useful life 
of that vehicle as a maximum length of time.

The PWLB asks specific questions when you apply for a loan and relies on those answers 
as proof that the Council has followed the right process and has the right approvals in place, 
it does not specifically ask for evidence for each borrowing request.  The PWLB lending 
terms are attached for information at Appendix C.

Any investment (financial or non-financial) should follow the CIPFA/MHCLG guidance of 
Security – Liquidity – Yield (SLY).  Security should always come first, followed by liquidity 
and yield should be considered last.

Any borrowing by the Council should be proportionate to the size of Council we are.  For 
example our General Fund holds £2.8m in total, this is our general reserve for emergencies 
should they occur.  If we were to purchase an asset and the borrowing repayments and 
interest were covered by the rental income received from that asset, as a Council we should 
be comfortable that we could manage short to medium term effects of lost income and if 
necessary use our General Fund.  

The Council are able to borrow from banks as well as PWLB, but PWLB offers better than 
market rates so we would be unlikely to use commercial banks for borrowing.  PWLB offer 
different rates for different borrowing types (i.e. maturity, annuity, etc).  Indicative PWLB 
rates as at 20 March 2018 are:

Length of Borrowing Indicative Interest Rates
5 years 1.71% to 1.96%
10 years 1.96% to 2.35%
25 years 2.48% to 2.62%
50 years 2.32% to 2.62%

As an example, as a minimum any borrowing costs for an investment (interest & principal 
repayments) should be covered by income received by the Council, otherwise it is a cost 
pressure to the council Tax payer.  A £1m investment over 10 years would cost around 
£111k per year (using a simple annuity loan).  Examples of costs of borrowing are shown at 
Appendix B.

PWLB also charges set up costs (minimum of £25) for each loan of 35p for each £1,000 
borrowed on fixed rate loans, i.e. £350 for each £1m borrowed.  There are also early 
repayment fees if borrowing is paid back prematurely, these vary depending on the time and 
length of loan.



Other Information
The Government are currently offering up to £1 billion ‘Local Infrastructure Rate’ loans to 
local authorities in England (for successful bidders) to support infrastructure projects that are 
high value for money at less than PWLB rates.  The rate is gilts + 60 basis points which is 
around 20 basis points lower than PWLB rates.  Successful authorities would have 3 years 
to take out the loans which would still be provided by the PWLB and the maximum term is 50 
years.  There are two bidding processes to access this funding £0.5 billion available in Q4 
2017-18 and the remaining £0.5 billion available in Q4 2018-19.  Bids must be prepared 
based on the template provided by HMT.

Recent changes following the CIPFA and MHCLG consultations has resulted in Councils not 
being able to borrow to purchase an investment purely for return.  This means that in theory 
a Council could borrow to purchase an investment within their area if this purchase delivered 
other benefits such as economic or housing growth in their area.  However borrowing to 
purchase an asset out of area is purely based on yield and therefore Councils cannot borrow 
for this purpose. 


