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advice on emerging or urgent accounting issues. Bulletins provide influential guidance that is
intended to be best practice, but are not prescriptive and do not have the formal status of the
CODE, SeRCOP or Prudential Code.
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Our 14,000 members work throughout the public services, in national audit agencies, in major accountancy firms, and
in other bodies where public money needs to be effectively and efficiently managed. As the only UK professional
accountancy body to specialise in public services, CIPFA’'s qualifications are the foundation of a career in public finance.
They include the benchmark professional qualification for public sector accountants as well as a postgraduate diploma
for people already working in leadership positions. Our in-house CIPFA Education and Training Centre delivers the
range of our programmes at locations across the UK, and works with other places of learning to provide our courses
locally. We also champion high performance in public services, translating our experience and insight into clear advice
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management solutions, consultancy and interim people for a range of public sector clients. Globally, CIPFA shows the
way in public finance by standing up for sound public financial management and good governance. We work with
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BACKGROUND

Capital Accounting By Local Authorities: Definition Of Interest Rates For The Purpose
Of Determining Capital Charges In 2013/2014 For Those Authorities That Wish To
Continue To Use Them For Financial Management Purposes

The Code of Practice on Local Authority Accounting in the United Kingdom 2006 (the SORP)
removed the requirement to make a capital financing charge with effect from the 2006/2007
statement of accounts. The capital financing charge has however become an intrinsic part of
financial management at some authorities. There may be some authorities therefore that may
wish to continue to include a capital financing charge for management accounting purposes.
Also, authorities may need to include the capital financing charge in the measurement of cost
for some purposes. CIPFA will continue to issue guidance on the appropriate rates of interest
to use for calculating capital charges, so that authorities that choose to do so can prepare their
management accounts on this basis or use them for other purposes such as costing.

RATES OF INTEREST

The rates of interest to be used are notional and prescribed by CIPFA. The following statement
defines the interest rates that have been fixed for the financial year 2013/14.

Assets carried at current value

For assets carried at current value the rate of interest to be applied in determining capital
charges will be 3.5%. This rate is based on the discount rate that HM Treasury uses for central
government capital charging purposes on the 1 October of the preceding year (i.e. 1 October
2012 for 2013/14).

Assets carried at historical cost

For assets carried at historical cost, that is infrastructure assets, community assets and plant
and equipment carried at depreciated cost as a proxy for fair value, the rate to be applied will
be 4.21%. This is based on the average PWLB interest rate applying to the longest dated
maturity loan generally offered by the PWLB (currently 49.5 — 50 years) during September
2012.



