Circular No. 121

PUBLIC WORKS LOAN BOARD

National Investment and Loans Office
1 King Charles Street, LONDON, SW1A 2AP

To the Chief Financial Officer
of local authorities in
England, Wales and Scotland

LOAN FACILITIES 2000-01 @
1.

17 April 0

ARRANGEMENTS FOR LENDING TO LOCAL AUTHORI
FROM 1 APRIL 2000 Q

&

(a) The Public Works Loan Commissioners have decided, a sultation with the Treasury
and subject to the provision of funds by Parliament, th efarfangements for raising loans
from the Board during the financial year 2000-01 % e as detailed below. These
arrangements will be kept under review during the y,

This Circular incorporates the changes annou @ Circulars 119 and 120. Section 14 reflects
arrangements for variable rate loans outsta@ at 22 February 2000, and section 22 gives
advice on the rate for discount purposeNo Be used when an applicable figure is not available
within the quota set of rates. Seclipn 2€) sets out the requirement that applications for
additional quota be signed by the iE inancial Officer of the applicant authority.
In this Circular the expressiofJo uthority' includes:

the councils of all ca@es and districts in England,;

the councils of a ies and county boroughs in Wales;
the councils ndon boroughs and the Common Council of the City of London;

the Great on Authority and its functional bodies;
the con@f local government areas in Scotland;
the )l of the Isles of Scilly;

the%ads Authority;

. senger transport authorities;
senger transport executives;
0

lice authorities;

&Q fire and civil defence authorities;

waste disposal authorities;

port health authorities;

other authorities in England, Wales or Scotland having power to levy council tax or to
issue a precept or levy;

other bodies to which the Commissioners agree that the arrangements set out in this
Circular shall apply.

The Commissioners have power to lend to parish councils in England, community councils in
Wales and drainage boards, but not all of the quota arrangements described in this Circular are
applicable to these authorities - see section 10(j).

(b) Money lent by the Board is intended to assist local authorities to meet their new longer-term

borrowing requirements. It is primarily intended, therefore, to be used to finance capital
payments which have either already been made or which will be made within a short time of the
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advance of the loan. It may also be used to replace maturing debt, short-term borrowings and
revenue balances in use for capital purposes. Money lent by the Board should not be used for
the purpose of on-lending or to enable the acquisition of financial investments.

(c) Local authorities are reminded that the Commissioners could not lend to an authority which had

chosen to act illegally and, more widely, they have a statutory obligation to satisfy themselves,
before advancing a loan, that an authority is able to service and repay the loan. The
Commissioners may, in particular, seek evidence that an authority has adopted a balanced
budget and set an amount of council tax, or issued a precept or levy, in accordance with the law.
Any material expectation or assumption upon which a budget depends must have a reasonable
prospect of fulfilment in the light of all relevant circumstances. The Commissioners may ask an
authority for specific confirmation of this and may also ask for evidence at intervals during the
financial year that any such expectation or assumption is being fulfilled.

The Commissioners will, whenever possible, endeavour to meet the dates for advance
requested by authorities which apply for loans. However, in order to satisfy therffgelves in
relation to this section, the Commissioners may on occasion require more informatio@m that
referred to in section 10 before a decision on a loan can be taken. In those cir n@ s there
may be unavoidable delay in the advance of any loan that may ultimately be au@

(d) Any body unsure of its power to borrow from the Commissioners shou %@ﬂct the Board for

Loan quotas for 2000-01

advice.

2

amount equivalent to:

2. (a) The quota entitlement for each authority in respect of th(@Qal year 2000-01 will be an

(

(i) for authorities in England and Wales, the sum g

. Basic and Supplementary Cre, %rovals used in 2000-01 and
. Repayments of principal d i:f 00-01 on loans borrowed from the Board;

(ii) for authorities in Scotland, the su

. Capital Consen |ons used in 2000-01 and
o Repayments cipal due in 2000-01 on loans borrowed from the Board
Iess edUlled debt amortisation.

Government and g Act 1989. Capital consent allocations referred to in subsection (a)(ii)
are those |ssu r section 94 of the Local Government (Scotland) Act 1973; scheduled
debt amortl also referred to in subsection (a)(ii), is that element of principal in loan
charges %& vice accounts to the loans fund described in paragraph 15 of Schedule 3 to
the Local ernment (Scotland) Act 1975.

Credit approvals ref ; o in subsection (a)(i) are those described in Part IV of the Local

ans will be made available at one of two sets of interest rates: 'Lower' rates, currently

& términed close to the cost of Government borrowing, and 'Higher' rates, currently
d

etermined close to but just below market rates.

(i)  For authorities in England and Wales the 'Lower' rates will apply to that part of the quota
remaining after deduction of an authority's provision to meet credit liabilities unapplied at
31 March 2000 (including those used internally but not declared as applied).

(i)  For authorities in Scotland the 'Lower" rates will apply to that part of the quota remaining
after deduction of an authority's capital receipts unapplied at 31 March 2000.

The provision to meet credit liabilities referred to in subsection (b)(i) is the provision which
authorities in England and Wales make as described in Part IV of the Local Government and
Housing Act 1989 either voluntarily or pursuant to a requirement of that Part. The capital
receipts referred to in subsection (b)(ii) are that proportion of capital receipts which authorities
in Scotland are required to use to redeem external debt (or to finance capital expenditure
permitted by the capital allocation ) as specified in the formal capital consent for 2000-01.
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(c) The quota for 2000-01 will be reduced to the extent, if any, that an overdrawing of quota has
taken place in a preceding year and has not been fully adjusted. In addition, drawings in
excess of entitlement at the 'Lower' or 'Higher' rates will be corrected by adjustment in
subsequent years. Overdrawings in respect of authorities which through reorganisation cease
to exist will be allocated to the successor authorities in the same proportions in which
outstanding debt to the Board is dispensed.

(d) The Commissioners will make any alteration to the quota that appears to them to be necessary
in order to avoid duplicate reckonings or to accord with the intentions of the arrangements.

(e) The Commissioners will continue to be prepared to consider making loans in addition to the
guota entitlement, on an additional quota basis, not only in instances where authorities
encounter exceptional difficulty or hardship but also in a wider range of circumstances. These
may include where an authority (in England and Wales) needs to borrow against a Direction
increasing its aggregate credit limit, under section 62(2) of the Local Government and Housing
Act 1989, which was made in anticipation of the issue of a supplementary credit approval for
the same purpose at a later date. Other relevant circumstances may be those where, in the
Commissioners' view, it would be appropriate to grant additional sums to further t fficient
management by an authority of its debt portfolio, or where the Commissiongr
appropriate in support of the Government's stated policy that the great Ea@

m it
of local
authorities' requirements for borrowing should be met by the Board.

Applications for additional quota must be signed by the authority's Chief p al Officer.

The Commissioners will continue in 2000-01 to grant addition@s for the purpose of
refinancing loans with a balance outstanding of £100,000 or IesQ ection 19).

When making their decision on requests for additional sum?w than those for refinancing
loans with small balances, the Commissioners will taKgst consideration, amongst other
factors, the level of the authority's external investmegts. ey are unlikely to be prepared to
agree to an additional advance if, and to the %that, it appears to them that these
investments could be used instead. é

Loans made in addition to the quota entt n an additional quota basis in 2000-01 will be
made available at the ‘Lower’ or ‘Higher’ r , as appropriate, under the terms of section 2(b)
above, as if they formed part of the

(f) The Commissioners will con@iew the quota arrangements each year.

Estimating of quotas

3. Applications for quota,lo | be considered by reference to estimates supplied by the authority
in relation to its quo ment. These estimates should be as realistic as possible, making
adequate allowan elays to capital programmes that may result from shortages of labour or
materials, adve eather conditions and other factors. In considering each loan application the
Commission il judge to what extent the authority's estimates are justified. If an authority
wishes a d@sigipn by the Commissioners to be reconsidered, it should set out its reasons fully in a
lettey, \/@\ will be considered by the Commissioners, whose decision will be final.

LirfAl &ry-over of 2000-01 quotas

4. It is the intention of the quota arrangements to assist local authorities to meet their new longer-term
borrowing requirements in the year to which the quota relates, but it is recognised that authorities
may not be able to determine the precise amounts of their quotas until after the end of the financial
year. Up to 20% of the quota entitlements for 2000-01 may therefore be carried over into 2001-02.
Loans advanced in 2001-02 by way of carry-over from 2000-01 will bear interest at the 'Lower" or
'Higher' quota set of rates according to which would have been applicable had the loans been
advanced in 2000-01, but if in 2001-02 quota rates are structured differently the Board's Circulars for
that year will indicate how such loans will be treated for interest rate purposes.

The available balance of carried-over quota must be advanced by 31 March 2002 and be applied for
within the normal timetable as detailed in section 10. Any balance not so claimed will lapse.

Non-quota A loans
5. If circumstances arise in which an authority needs to borrow immediately and cannot raise the money
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by other means the Commissioners are prepared, subject to section 1(c), to act as lender of last
resort and make loans in excess of the quota at the non-quota A set of interest rates (see section
12(b)).

Non-quota B loans

6. An authority wishing to borrow from the Board in addition to quota may apply for non-quota B loans.
These loans, which carry a higher rate of interest (see section 12(c)), will be available, subject to
section 1(c), where it can be demonstrated that additional capital finance is needed in the relatively
near future; it will not be necessary to demonstrate that money is not available in the open market.

FINAL DETERMINATION OF QUOTAS FOR 1999-2000

Availability of 1999-2000 quotas
7. Subject to sections 8 and 9, the 1999-2000 quota is available for drawing during that financial year
only and any balance remaining undrawn after 31 March 2000 will lapse.

Annual certificate in respect of 1999-2000 quotas

8. Each authority which borrows from the Board or intends to draw any of its avel @arry-over
entitlement in respect of the quota for 2000-01 will be required to provide on form two copies
of which will be sent at a later date) a statement certifying:

(i)  for authorities in England and Wales: @

¢ Loan debt outstanding at 31 March 1999 @

e Basic and Supplementary Credit Approvals used in 1 00 and

e Provision to meet credit liabilities unapplied at 31 999 (including that used
internally but not declared as applied); @

(i)  for authorities in Scotland: @

e Loan debt outstanding at 31 March @
e Capital Consent Allocations use&@gg-zooo
e Scheduled debt amortisation g#d

e Unapplied capital receipts %' arch 1999

The certificate should be forwardedNgs $oon as practicable and not later than 31 October 2000. If an
authority has overdrawn its quojgfor 999-2000, the overdrawing will be deducted from the quota for
2000-01 and in following yeg %extinguished. Drawings in 1999-2000 in excess of entitlement at
the ‘Lower' or 'Higher' raﬁ\lso be corrected by adjustment in 2000-01, and subsequent years if

necessary. 6

Carry-over of 1999- uotas
9. Up to 20% of a ota entitlement for 1999-2000 may be carried over into 2000-01. An authority
wishing to dr he available balance of its carried-over quota should apply to the Board (having
first fQr d form LA57) not later than 12.00 noon on 28 March 2001, the advance to be made
withi % rmal timetable detailed in section 10(a); any balance of quota not claimed by that date
% Loans advanced in this respect in 2000-01 will bear interest at the 'Lower' or 'Higher'
% et of rates according to which would have been applicable had the loan been advanced in
1999-2000.

Carry-over of quota in respect of authorities which through reorganisation cease to exist will be
allocated to the successor authorities in the same proportions in which outstanding debt to the
Board is dispensed.

GENERAL LENDING ARRANGEMENTS

Applications for loans

10. (a) Applications should be made by telephone: see paragraph 23 below. The Board will normally
advance loans within approximately 48 hours of the receipt of a formal application(excluding
weekends and bank holidays). Advances will be made in accordance with the following
timetable:

Receipt of application Advance of loan
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(b)

(©

(d)

Friday pm/Monday am Wednesday

Monday pm/Tuesday am Thursday
Tuesday pm/Wednesday am Friday
Wednesday pm/Thursday am Monday
Thursday pm/Friday am Tuesday

In accordance with section 1(c) a local authority may be asked to satisfy the Board that a loan
would be consistent with the principles set out therein. In some cases this may entail a delay in
the advance of the loan beyond the normal 48 hours.

The terms of the loan, the date of advance and the rate of interest on a fixed rate loan, or the
formula for a variable rate loan, will be agreed on the telephone immediately and, subject to
detailed consideration of the application and authorisation of the loan by the Commissioners,
the advance will be made in accordance with the timetable set out in section 10(a). |If it
transpires that an authority has insufficient quota available at the 'Lower' rates to meet an
application previously agreed at the 'Lower" rates, the Commissioners will advance the balance
at the 'Higher' rates.

If an application is made earlier than the timetable indicates, the rate of interes toﬁi| lied on
a fixed rate loan, or the formula for a variable rate loan, will not be that in fo e time of
application but that in force at 11.00 am two banking days before the date o e.

Formal authorisation and advance of a loan may be expected provj e application falls
within the provisions of the Board's Circulars. If it is subsequently at an application is
outside the provisions, the authority will usually be informed more than 24 hours
(excluding weekends and bank holidays). In such a case it m possible for a loan to be
advanced within the normal timescale. In these circumstanc authority will be informed as
soon as possible of the earliest date on which an advanc%ﬁe ade.

Authorities will be required to supply their borrowe mber (the Board's five figure reference

number) and the following details of the loan req d:
. sum required @
. method of repayment Q
. repayment period
. date of advance
. type of loan (new fixed le rate loan, replacement of a fixed or variable
rate loan, repl 'of loans with small balances, etc)
. interest payment datexgr interest payment period C maturity date (if applicable).

The following mformab%also be required:

0] estimate, |t approvals or capital consent allocations to be used in the current

| year

(ii) rep %ts of principal due to the Board in the current financial year

(i) {G& orities in Scotland only, estimated scheduled debt amortisation

(iv) amount unapplied as described in section 2(b)

%actual quota loans taken during the current financial year
w\ actual credit approvals or capital consent allocations provisionally used in the current
financial year
)

credit approvals or capital consent allocations used in 1999-2000

&(viii) the sort code and account number of the authority's bank.

(e)

()

Items (i)-(iv) and (vii) will not be required if the information has been submitted previously and
remains unchanged.

It will be a necessary condition of the authorisation of a loan by the Board that, when making an
application, an authority declares that the application is made on the basis of the contents of
the Board's current Circulars, in particular, that the proposed borrowing is within its unexercised
or unexhausted borrowing powers and that the authority is not seeking to borrow for the
purpose of enabling investment. In making a loan the Board will rely on these declarations. The
making of an application will be deemed as authorising the Commissioners to transmit the
amount advanced less the Board's appropriate fee unless and until the authority rescinds its
agreement to this procedure (see section 18).

The amount advanced will be the sum applied for or such lesser sum as the Commissioners
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may authorise. If the Commissioners are not prepared to advance the full amount applied for,
the authority will be informed by telephone.

(g) After authorisation a letter confirming the agreed terms of the loan will be sent to the authority.
The loan will be secured by an automatic charge on the revenues of that authority. It should be
noted that the confirmatory letter will not be received until after the loan has been advanced.

(h) The Commissioners will not normally allow the withdrawal of a loan application.
(i) Inthe event of a dispute arising from these procedures the Board's decision will be final.

() Special arrangements will apply to parish councils and internal drainage boards, who should
contact the Board approximately two weeks before an advance is required. Applications from
parish councils in England and community councils in Wales should be made on form LC1 and
from drainage boards on form DB. Copies of both forms and leaflet LC2, which gives full
details of the arrangements for lending to parish and community councils, are available from the
Board.

Types of loan 6
11. Two types of loan will be available to authorities from the Commissioners: @
(a) Fixed rate loans, on which the rate of interest is fixed for the duration of ea and

(b) Variable rate loans, on which the rate of interest is not fixed for the d& of each loan but is
variable at one, three or six monthly intervals. Once chosen, the@ st payment period will
remain unchanged throughout the life of the loan. Q

There will be an option both to replace a variable rate loan b
fixed rate loan by a variable rate loan (see section 14).

rate loan and to replace a

Interest rates Q

12. Interest rates are determined by the Treasury in acco with section 5 of the National
Loans Act 1968 and are notified to authorities by rd In the case of fixed rate loans a precise
rate of interest is prescribed, but in the case 0 e rate loans the rate is fixed by reference to a
formula (see section 13). The rate of intere rged on a fixed rate loan and the formula for a
variable rate loan will, subject to section 18¢c), be that agreed at the time of application.

Different sets of interest rates W”% e Board's loans, as follows:

(a) There will be a 'Lower' and.a her' set of quota rates for both fixed and variable rate loans. A
loan within the quota wili{c interest either at the appropriate rate for fixed rate loans or in
accordance with thg f@ for variable rate loans (see section 2(b)).

(b) A loan in exce guota advanced by the Commissioners as lenders of last resort (see
section 5) wi rrrally carry interest at the appropriate rate in the non-quota A set of rates;
currently % il be 1% above the ‘Lower set of quota rates. Exceptionally, if the
Commis%‘ so decide, a loan may be advanced at a quota rate and set off against the

authority's tiota for the following year.

*
(c of interest prescribed for a non-quota B loan will be higher than that for a quota or non-
%ﬁ A loan repayable by the same method and over the same period. There is currently a
&m erential of 2% above the 'Lower" set of quota rates at all levels, but it may be necessary in
the interest of general economic management to vary the differential.

Rates of interest will normally be determined weekly and will take effect at or after the start of business
on a Tuesday. Noatification of the rates coming into force will be sent to each authority. The Treasury
reserves the right to change the rates of interest at other times if necessary. Current rates may be
obtained from the Board by telephone: see section 23 below.

Interest rate formula for variable rate loans

13. The rates of interest for variable rate loans will be available on enquiry to the Board and the rates in
force during the previous week will be printed on the Board's regular Interest Rate Notice. At
present the rate will be the cost of government borrowing, as defined below.

(a) For a loan on which the rate of interest is variable at one or three month intervals, the cost of

government borrowing will be the market rate for one or three month eligible bank bills, as
appropriate, expressed as a yield and rounded to the nearest 1/16% above.
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(b) For aloan on which the rate of interest is variable at six month intervals, the cost of government
borrowing will be the lower of:

(i) the market rate for six month eligible bank bills, expressed as a yield and rounded to the
nearest 1/16% above, or

(i)  the six month London Inter-Bank Offered Rate (Libor).

The market rate referred to above will be determined by averaging the bill selling rates for the
relevant maturity quoted to the Bank of England, as shortly before 11.00 am as practicable on the
relevant day, by the four largest members of the London Discount Market Association, size being
determined by reference to total published capital and reserves at the latest balance sheet date.
Libor will be determined as the average of the six month London Inter-Bank Offered Rates quoted
to the Bank of England, as shortly before 11.00 am as practicable on the relevant day, by Barclays,
Lloyds TSB, HSBC and National Westminster banks.

Qiod of

of each
Irst banking
at the time of

The market rate or Libor applicable to a loan will, in the case of the first interest pay

the loan, be that in force at 11.00 am on the date of the advance and, in t r@
subsequent interest payment period of the loan, will be that in force at 11.00 am o

day of the subsequent period. The formula will, subject to section 10(c), be %\
application and will remain fixed for the life of the loan. %

Option to replace a loan

14. There will be an option to replace, either in whole or in part, a variabe loan by a fixed rate loan
or a fixed rate loan by a variable rate loan. This option, as de in subsections (a) and (b),
may be exercised more than once provided there is an inte% at least two years between
successive loans made on the exercise of an option. T¢ -year waiting period between
successive loans will commence on the date replacement takés place and will apply only to the

amount of the loan actually replaced; any remaining p W retain an option to be replaced which,
when exercised, will mark the beginning of a sep o-year waiting period in respect of the
amount then replaced. Replacement loans will unt as part of a local authority's quota
entitlement.

(a) Variable rate loans :: :

y a variable rate loan, or part thereof, before maturity on
any banking day provided t e same day, the borrower accepts a new loan from the
Board of an amount equal to principal repaid on the terms applicable on that day to new
fixed rate loans within uota, of the same term and subject to the same method of
repayment as the re ent loan. The term of the replacement loan must not be less than
the unexpired peri6 m original variable rate loan, or two years if less, subject to a minimum
of one year, and xtend up to the maximum period available for new fixed rate loans at the
time of the repﬁ:} ent, provided the term selected is within the authority’s unexercised or

unexhauste@ wing powers.

Interest e payable on the replacement loan at the appropriate rate in force for fixed interest
rate s, within the quota, of the same term and subject to the same method of repayment as
cement loan. For variable rate loans outstanding at 22 February 2000 the maximum

t
&ﬁ for replacement fixed rate loans will remain at 60 years, in accordance with the terms of

An authority will have the option t

aMvance of the variable rate loans: the rate of interest for the replacement loans, when not
pecified for quota loans, will be shown separately in the Board’s Interest Rate Notice as rates
on loans outside the quota made under residual contractual obligations.

Variable rate loans advanced on or prior to 31 March 1994 will normally be replaced by a fixed
rate loan(s) at the appropriate rate in the 'Lower"' set of quota fixed rates. Variable rate loans
advanced from 1 April 1994 as 'Higher' or 'Lower' rate loans (see section 12) will be replaced by
a fixed rate loan(s) at the corresponding 'Higher' or '‘Lower' set of quota fixed rates. If at the time
of replacement the structure of the Board's interest rates is different from that applicable since 1
April 1994, the replacement loan will be made in such category as may have been determined
by the Commissioners and announced in a Circular current at the time.

The method of repayment need not be the same for the replacement fixed rate loan as for the
original variable rate loan and may include repayment by the annuity method. Payments of
interest and, where appropriate, repayments of principal will be on the Board's normal half-
yearly terms: ie the first interest payment after the replacement loan is taken out may be for a
period of less than six months.
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(b) Fixed rate loans

An authority will have the option to repay a fixed rate loan, or part thereof, having an unexpired
period of not less than one year to maturity, on any banking day provided that on the same day
the borrower accepts a new loan from the Board of an amount equal to the principal repaid on
the terms applicable on that date to new variable interest rate loans, within the quota, of the
same term and subject to the same method of repayment as the replacement loan.

Fixed rate loans advanced on or before 31 March 1994 will be replaced by a variable rate
loan(s) at the appropriate rate in the 'Lower' set of quota variable rates. Fixed rate loans
advanced from 1 April 1994 as 'Higher' or 'Lower' rate loans (see section 12) will be replaced by
a variable rate loan(s) at the appropriate rate in the corresponding 'Higher' or 'Lower" set of
guota variable rates. If at the time of replacement the structure of the Board's interest rates is
different from that applicable since 1 April 1994, the replacement loan will be made in such
category as may have been determined by the Commissioners and announced in a Circular
current at the time.

The replacement loan must be for an amount equal to the principal repaid rounded d to the
nearest whole number of pounds. Its term must not be less than one year and than
the unexpired period of the fixed rate loan to be replaced, subject to a maxi iod of 10
years. The replacement loan may be repaid either by equal instalments r@ncipal or at
maturity, with payments of interest and, where appropriate, repayments Ofﬁ | at monthly,
quarterly or half-yearly intervals. Payments will be on the Board's n rms, ie the first
payment will be due one, three or six months from the date of replace\%

The total amount payable in order to redeem a loan to be replaced yvi alculated in accordance
with the normal rules for the premature repayment of loans ( ction 22(b)). Because the
amount of the replacement loan is therefore unlikely to be S as the amount required to
redeem the replaced loan, it will be necessary for moneys t transferred between the borrower

and the Board - the repayment on the one hand and the@acement advance on the other.

To exercise the option to replace a loan the bor, ust telephone the Board (see section 23
below) in accordance with the following time% ree the terms for the replacement.

Agreement of terms 6 Replacement day
Friday pm/Monday am @ Wednesday
Monday pm/Tuesday am Q Thursday
Tuesday pm/Wednesd m Friday
Wednesday pm/Th m Monday
Thursday pm/Fri @ Tuesday

The authority will b@ired to state the total amount of principal to be repaid and to provide the
following inform@ r each loan:

(i) the inta®est payment dates
*
loan number, and

&(iii) the amount to be repaid, if less than the balance outstanding.

The terms of the replacement, including the set of interest rates for a fixed rate loan or the formula
for a variable rate loan to be used to determine the discount rate for the repayment and the interest
rate or formula applicable to the replacement loan, will be agreed and, on acceptance, will be
deemed a binding commitment to replace on those terms and on the day indicated. Within
approximately 24 hours of the agreement being made to replace a fixed rate loan, or as soon as
practicable after 11.00am on the replacement day when a variable rate loan is being replaced, the
Board will telephone the authority to notify the total amount required to redeem the loan to be
replaced, including accrued interest from the last interest payment date and taking account of the
discount or premium. The authority must then arrange with its bankers for this amount to be
credited on the agreed date for replacement to the 'Public Works Loans Account' (Account No.
25360000) at the Bank of England (Sort Code 10-00-00). Moneys in respect of the advance of the
replacement loan will be transferred directly to the borrower's bank account by automated direct
credit transfer (CHAPS). The sum transmitted will represent the amount of the loan less the
appropriate fee payable to the Board.
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Method of repayment
15. (@) Fixed rate loans are repayable by one of the following methods:

0] Annuity: fixed half-yearly payments to include principal and interest; or

(i) EIP: equal half-yearly instalments of principal together with interest on the balance from
time to time outstanding; or

(i) Maturity: half-yearly payments of interest only with a single repayment of principal at the
end of the term.

Payments will be at half-yearly intervals and the first payment must be made not more than six
months from the date of advance. Interest will be calculated by applying half of the annual
interest rate to the balance of the loan outstanding at the start of the half-year. If the date a loan
is issued does not fall on one of the half-yearly dates, the borrower will pay a one-off interest
charge for the broken period from the date the loan is issued to the date of the first half-yearly
payment date, calculated by applying a daily rate (the annual rate divided by 365) to theamount
outstanding for each day in the broken period. 6

(b) Variable rate loans are repayable by either: @

0] EIP: equal monthly, quarterly or half-yearly instalments of principal to@r with interest
on the balance from time to time outstanding; or

(ii) Maturity: monthly, quarterly or half-yearly payments of intere@%with a single
repayment of principal at the end of the term. Q
The first payment on a variable rate loan will be due one, t of%siR months from the date of
advance, according to the choice of interest payment peri e loan.
(c) When a payment date falls on a non-banking day efevant payment will be made on the
next banking day.
Duration of loans @
16. An authority may choose the repayment perio@loans within the following limits:

@ Minimum period Maximum period

Q years years
Fixed rate loans - Maturity 1 25
- Annyj QP 2 25
*
ity

Variable rate loans - @

A maturity Ioah%ﬂone year will be repayable in one calendar year from the date of the advance. For
a period gfsmore than one year and up to the appropriate maximum shown above, the borrower may

choose’& turity date.

=

10
10

N

oamgepayable by the annuity or the EIP method may be for any period between the appropriate
mirfigum and maximum shown above subject to there being at least 4 half-yearly payments in
respect of a fixed rate loan and 24 monthly, 8 quarterly or 4 half-yearly payments in respect of a
variable rate loan. The Board is prepared to make loans repayable in periods other than a whole
number of years, for example, 10%2 years for fixed rate loans, 5% years for 3 months variable rate
loans, etc.

If a non-quota A loan is authorised the authority will usually be allowed to choose the repayment
period, but the Commissioners reserve the right to fix the period themselves if they think fit.

The Commissioners will not normally make loans for periods greater than 25 years. There are some
residual contractual obligations on existing loans outside the quota where the Commissioners may be
required to continue to make loans for periods over 25 years.

Fees
17. Under the Public Works Loans (Fees) Regulations 1991 as amended, the fees payable by local
authorities in respect of advances from the Commissioners currently are:
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Fixed rate loans - 35p for every £1,000 or part of £1,000
Variable rate loans - 45p for every £1,000 or part of £1,000
The minimum fee payable is £25.

The fee payable on the exercise of an option to repay a fixed rate loan or a variable rate loan and
replace it by a loan on variable rate terms or fixed rate terms, as appropriate, is £70 for each
replacement loan.

[The printed edition of this Circular refers to a separate fee of £25 for converting a variable
rate loan to afixed rate loan. This is a typographical error.]

Advance of loans

18. If an authority wishes an advance to be made on a specific date, this should be clearly stated when
making the telephone application, otherwise the loan will be advanced in accordance with the
timetable set out in section 10(a).

The amount of the advance, after deduction of the Board's fee, will normally be trans irectly
to the borrower's bank account by automated direct credit transfer (CHAPS). Wh ejamount is
less than £1,000, or in the unlikely event of failure of the electronic transfer syst oney will be
transmitted directly by bank giro credit transfer. If an authority does not wis tinue with its

agreement to the making of net advances, it will be necessary, having inf e Board, to pay
the requisite fee before an advance is made; this may lead to a slight delay{i king an advance.
Advances to refinance loans with small balances @
19. The Commissioners will continue to make available throughout 1 sums in addition to quota
entitlement for the refinancing of loans from the Board havin ce outstanding of not more
than £100,000. é

The normal rules for loans in addition to the quota ane{ fOnpremature repayments will apply. The
agreement for the advance and for the premature r nt must be made at the same time. The
new loan will be made available at the ‘Lower’ or, ' rates, as appropriate, under the terms of
section 2(b) above, as if it formed part of the quot, And the discount rate for the repayment will be
the appropriate rate of interest in the ‘Lowe @ ‘Higher’ set of rates, according to whichever of
these is applicable to the new loan.

(a) Authorities wishing to take advan ;this facility should telephone the Board (see section23)
in accordance with the follo able to agree the terms for both the new advance and the

repayment.

L
Agreement te Refinancing day
Friday pm/ % am Wednesday

Monday sday am Thursday

Tues /Wednesday am Friday

We day pm/Thursday am Monday
R %ursday pm/Friday am Tuesday

% thority will be required to state the total amount of principal to be repaid and to provide
&t following information for each loan being re-financed:

e interest payment dates

e the loan number

The new loan(s) must be for an amount equal to the total of principal repaid, rounded down to
the nearest whole number of pounds. For each new loan the following information will be
required:

sum required

method of repayment

repayment period

type of loan (fixed or variable rate)

interest payment dates or interest payment period
maturity date (if applicable)
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The sort code and account number of the authority's bank will also be required.

(b) The terms of the new loan and the repayment will be agreed and, on acceptance, will be
deemed a binding commitment to refinance on those terms on the day indicated.

(c) Within approximately 24 hours of the agreement being made the Board will telephone the
authority to notify the total amount required to redeem the loans to be refinanced, including
accrued interest from the last interest payment date and taking account of the discount or
premium. The authority must then arrange with its bankers for this amount to be credited, on
the agreed date for refinancing, to the 'Public Works Loans Account' (Account No 25360000) at
the Bank of England (Sort Code 10-00-00). Moneys in respect of the new advance will be
transferred directly to the borrower's bank account by automated direct credit transfer
(CHAPS). The sum transmitted will represent the amount of the loan(s) less the appropriate
fee payable to the Board.

To assist local authorities the Board will provide, on request, lists of loans which may be refinanced

reasonably be required.

under this scheme, estimates of premiums or discounts and any other information which mighz

Payments and repayments

20.

Payments of interest and, where appropriate, repayments of principal due in reof loans will
be invoiced prior to each interest payment date. Separate notifications v@ dispatched in
respect of fixed rate loans and variable rate loans.

’ cost-effective way for
NG _Payments by direct debit

% ant interest payment date,

Borrowers are encouraged to permit the use of direct debiting, whi
them to make their loan repayments punctually. An authority m
should ensure that the bank account concerned has, on the
sufficient funds to meet the direct debit. When that date falls @ ajurday, Sunday or other non-
banking day, the payment will be collected by direct deb@rI e next banking day. If for any
reason a payment cannot be processed by direct debit e due date, the Notice of Loan
Repayments will be marked to this effect and will also {ichde instructions to make the payment by
one of the alternative methods listed on the reverse@ Notice.

sufficient time to clear to the Commission count at the Bank of England by the due date.

An authority paying otherwise than by direcg(@ must ensure that all payments are made in
When the relevant interest payment dal:;: fall$0on a Saturday, Sunday or other non-banking day

the payment must be credited to the Co sioners' account on or before the next banking day.

Late payments

21.

Interest will be charged on late &nts as follows:

(@) On fixed rate Ioaps ced before 1 March 1985 interest will be charged on the principal
element of the lat ent from the relevant interest payment date to the date on which the
Commissioners@ nt is credited. The rate of interest will be the same as that charged on
the loan.

(b) On fixed S&ams advanced on or after 1 March 1985 interest will be charged on the whole
of a lat yment (ie both principal and interest). Interest will be charged from the relevant
int@opayment date, at the appropriate 'Lower' quota rate or non-quota rate in force on that

r loans repayable at maturity after one year, up to the date on which the

@missioners' account is credited. If the structure of the Board's interest rates then
& different from that applicable since 1 April 1994, the rate to be used for the purposes of this

subsection will be such of the Board's rates then applicable as may have been determined by
the Commissioners for this purpose and announced in a Circular current at the time.

(c) On all variable rate loans interest will be charged on the whole of a late payment from the
relevant interest payment date to the date the Commissioners' account is credited and will be
at the Libor or the market rate for eligible bank bills, as appropriate, in force at 11.00 am on
the relevant interest payment date plus the margin applicable to the loan on which the
payment is being made.

Premature repayment of loans

22.

The Commissioners may, if they think fit, accept repayment of a fixed rate or variable rate loan,
either in whole or in part, in advance of the date on which it is due to be made. Notification of a
premature repayment should be made by telephone (see section 23) in accordance with the
timetable at subsection (e) below. Repayment may be accepted on any banking day.

(a) The Commissioners do not normally accept premature repayments in respect of:
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(b)

(©

(d)

(e)

&8

()

0] loans which have been in existence for less than one year, and
(ii) fixed rate loans which have an unexpired period of less than one year.

If the Commissioners agree to accept a premature repayment, the total amount payable in
order to redeem the debt will be the present value of the remaining payments of principal and
interest due to the Commissioners in respect of the loan being paid prematurely, calculated on
normal actuarial principles; the present value will be calculated at the discount rate as defined
in subsection (c). The result of the calculation will be a repayment sum representing a
discount or premium on the outstanding principal according to whether the discount rate is
higher or lower than the loan rate.

When a loan is prematurely repaid without replacement the discount rate for any fixed rate
loan will be the rate of interest in the 'Lower' set of quota rates, in force at the time the
repayment is confirmed (see subsection (e)), for a loan for a period equal to the remaining
term of, and repayable by the same method as, the loan being repaid prematurely. When no
applicable rate is in force within the quota set of rates, the rate of interest fog discount
purposes will be the applicable rate shown separately in the Board's interest rates pdjces for
loans outside the quota made under residual contractual obligations. The discq, for a
variable rate loan will be the rate of interest in the ‘Lower' set of quota rates le to new
variable rate loans having the same interest payment period as the | eing repaid
prematurely. When a loan is prematurely repaid on the exercise of an opt%é eplace a loan
(see section 14), the discount rate for both fixed and variable rate loan the appropriate
rate of interest, as indicated above, in the 'Lower' or 'Higher' set of r, %cording to which of
these is applicable to the replacement loan. If at the time mature repayment or
replacement the structure of the Board's interest rates is differ: that applicable since 1
April 1994, the discount rate will be such of the Board's r en applicable as may have
been determined by the Commissioners for this purpose @ ounced in a Circular current

at the time. %

When notifying the Board the authority will be requife®to state the total amount of principal to
be repaid and to provide the following informati each loan:

(i) the interest payment dates, indicatin @er the loan, if on fixed rate terms, is
repayable by yearly or half-yearly @n s or whether interest on the loan, if on variable
e

rate terms, is repayable at one, Eire six monthly intervals

(ii) the loan number @

(iif) the amount to be repaimess than the balance outstanding

(iv) confirmation Eha6 an is not in one of the categories in subsection (a).

The Board sho@elephoned (see section 23) in accordance with the following timetable
to agree the t&gmssfor the repayment:

A nt of terms Repayment of loan
. %day pm/Monday am Wednesday

nday pm/Tuesday am Thursday

Tuesday pm/Wednesday am Friday

Wednesday pm/Thursday am Monday

Thursday pm/Friday am Tuesday

The terms for the repayment, including the set of interest rates to be used to determine the
discount rate applicable, will be agreed and, on acceptance, will be deemed a binding
commitment to repay on those terms and on the day indicated.

Within approximately 24 hours of the agreement being made in the case of fixed rate loans
and as soon as practicable after 11.00am on the date of repayment in the case of variable
rate loans, the Board will telephone the authority to notify the total amount required to make
the premature repayment including, when appropriate, accrued interest from the last interest
payment date and taking account of the discount or premium.

The authority must then arrange with its bankers for this amount to be credited on the agreed

date for repayment to the 'Public Works Loans Account' (Account No. 25360000) at the Bank
of England (Sort Code 10-00-00).
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(g) On any question in connection with the premature repayment of a loan the decision of the
Commissioners shall be final.

General
23. Written enquiries relating to this Circular should be addressed to:

The Secretary

Public Works Loan Board

National Investment and Loans Office
1 King Charles Street

LONDON SW1A 2AP

Telephone enquiries, including loan applications, should be made to any of the following direct-
dial numbers:

(020) 7270: 3859, 3870, 3871, 3872, or 3873.
The fax number is (020) 7270 3860. é

24. This Circular supersedes all those issued previously by the Board. t@
| H PEATTIE @
Secretary \%
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