APPENDIX 2

Report to Cabinet and City Council 10th and 15th July 2014
Hampshire Community Bank Financial Appraisal

SUMMARY
NOTE |Description £ Million
1 |Total amount invested by PCC over ten years 5.00
Cash amount paid to PCC by the Hampshire Community Bank (HCB) over 10
years
2 - 6% as HCB initial Business Plan and Financial Model 3.45
3 - 4% assuming a reduced performance by HCB 2.07
4 |Net Present Value of Capital and Revenue Cash Flows over 10 years
- 6% as HCB initial Business Plan and Financial Model 1.16
- 4% assuming a reduced performance by HCB 0.19

NOTES

1 PCC payment to an escrow account assumed to be on 1st October 2014

2 HCB assumed to pay nothing for the first two years, then a return of 5% in
each of the next seven years followed by a final payment in year ten to bring
total payments up to the equivalent of a 6% return per annum.

3 HCB assumed to pay nothing for the first two years, then a return of 5% in
each of the next seven years followed by a final payment in year ten to bring
total payments up to the equivalent of a 4% return per annum,

4 Atechnique called Discounted Cash Flow has been used to show at current
values how the returns from this proposal, which involves some risk, compare
with those the City Council could obtain from lending to "risk free" borrowers.
The values shown represent the value at current prices of the extra income the
HCB investment could yield above that PCC could obtain from "risk free"
borrowers.
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APPENDIX 2

Report to Cabinet and City Council 10th and 15th July 2014

Hampshire Community Bank Financial Appraisal
Assumptions

All calculations are at current prices

PCC investment is assumed to be in one payment to an escrow account on 1st October 2014 (Year 0) of £5.000.000
the following amount: yIOY,

PCC investment is assumed to be repaid by HCB at the end of the 10 year period on 31 March 2025

HCB are assumed to pay PCC a dividend annually of: 5.00%

HCB are also assumed to pay PCC a bonus at the end of the ten years bringing the Internal Rate of Return 6.00%
s (]
to:

To reflect risk and assess sensitivity to reducing rate of return the effects of HCB only being able to pay

PCC a reduced rate of bonus at the end of the ten years is shown reflecting an Internal Rate of Return 4.00%
of:
City Council costs are estimated as:
- In the first year (mainly Due Diligence) £25,000
£1,000

- thereafter at the annual rate of

The scheme is considered a "Spend to Save" project and Due Diligence and other associated revenue
costs are financed by a transfer from the Medium Term Resource Strategy Reserve.

The Net Present Value Discount Rate representing the estimated risk-free interest rates achievable for

each year is based as follows:
- the 12 month LIBOR rate for the period that the City's Treasury Management plans show cash in

hand and invested.
- Thereafter at the current average cost of capital

Financial Appraisal - Appendix 2 - Page 2



¢ abed - Z xipuaddy - jesieiddy jedoueuy

000'S£0°0Z7 000°00£'ZF 000°00£°Z3 0000073 00000£ZF 00000£Z3 00001923 00029223 OO0EZL I3 03 03 03 20d Aq pajowisa -

12/0202 woi sanbyf 310N - uoINQUISIp 104 [230} |
Ls
0003 000,3 000,3 0003 000,3 000,3 000,3 000,3 000,7 000,3 000,3 9t
V101 sz/vzoe vz/€z0Z £Z/Z202 zz/1202 1Zfozoz 02/6102 61/8102 gT/L10z L1/9102 91/S102 ST/¥10Z UORNGLASIP Jo} 3|qejiee spuny pajewns3| sg
ve
S3SNVI VD01 LNVLIHOJII LYOddNS OL SYOLSIANI AS GILNEIY1SIA 38 OL BIH IHL AG ¥VIA HOVI IAVIAI SLIIO¥d IHL 40 %0S 38 GINOM SANNH 353HL| €€
(8 NOILD3S 180d3Y 33S) ,NOILYANNOA NVE ALINNININOD SINVH, 318V.LINVHD IHL OL A3AIA0Yd SONNA 38V LNS 30d OL INCINI LON 34V SINNOWY DNIMOT104 IHL - 31on] ze
«JUVO08 SINVYHD,, VIA SHO1SIANI A9 NOILNFIYLSIA Y04 NAVIIVAY SANNY QILVINILSI] 1
[3
| osv'ssts LLIN32S JO 3385 %p 18 SIEDA 0T J3A0 SMOJ YSE) 3NU3AIY pue [EAR) jO anjEA Jwasald 38| 6¢
8z
000759023 000'6v3- | 000'6bz3- | 000'6b2z3- | 0006vZ3- | ooo'svz3- | 0006wz | 000'6¥23- | Ooo'eRz: | 00073 | 00073 | 000523 (3woduy)/ainypuadxg anuanay 1aN| sz
9z
OOQOOﬁ- OOD\OOHM. Ulniay Jo 31ey %y w>_w 0l snuoqg cO_HQEwam L4
000'000'2- 000'0ST3-  000°0SZ3-  DOC'0SZF  000'0SZ3- 00070523 0D00SZ3-  000°0SZ3-  000'0SZF- 03 03 03 SpUSpIAI] 8DH - S537| vz
000°sE 0001 000T 000T 000°T 000'T 0007 000'T 000'T 000'T 0007 000'sZ 1500 |puno) Aol €z
uinisy jJo 91ey 9% tr| 22
4
_ 096'asT' T3 Wwn3aJ O 53 39 I8 SIEIA 01 J3A0 SMOJ YSP) anuaaay puz jepde) jo anjep wasaid 19n] 02
| et
000'SFE'ES- ooo'szs'ty- | 000'6bz3- | 000'6873- | 000°6ke3- | 000°6vZ3 | 000'6vC | 000'GRZF | 000'6hF | 00013 | 00013 | oo0'szF (Bwoou))/aimypuadis anuansy 1aN| 8T
a
000°08%'T- 00008t 13- uinjay Jo 31ey %9 anid 01 snuoq uodwapay| of
000'000°z- 0000S¢3-  000'0SZ3-  000°0SZ3  000'0S¢3-  000'0SZ3-  CO0'0SZ3-  000°0ST3-  000°0STH 03 03 03 SPUSPIAIC §DH - §531| T
000's€E 000'T 000'T 000'% 000'T 000't 000'T 000'T 000'T 000°T 0001 000'sZ 53503 [PUNo) AID| T
UINay JO ey %9| €1
41
000,3 000,3 000.3 000,3 0003 0003 000,3 0003 0003 000,3 000.3 141
wioL sz/veoe 1 74{3174 £2/7202 we/teoT 12/020T 0z/6102 6T/810¢ 81/L10Z L1/9t02 91/5107 ST/b10T S$153443 INNIAN] ot
1 6
03 o000ss | 03 | o3 | o3 | o3 | o3 | o3 | o3 | o3 | o3 | 0oo000'sF {2wosui)/amyupuadyy [eyded 1oN| 8
L
000°000°s- 000°000's3- JH wouy wawheday| g
000°000's 000'000°S (8DH) jueg Anunwwo) aiysdweH 0y uawhed| s
v
000,3 000,3 0003 000,3 000.3 0007 0003 000,3 000.7 000,3 000,3 €
or 6 g L 9 § v £ z T 0 <—~—— 03| 2
wi0L sz/veoz ¥e/seoe €2/2202 Te/reoz 12/0202 oz/610z 61/810Z 8t/c102 Lx/9102 9T/S10T ST/vT0¢C S133443 TVLdWD| 1
N W 1 A r i H 9 1 3 a b) ] v

¢ XIAN3ddY

¥T0Z AINT YIST PUE 43T [PUNG) K1) PuE 19UIqe) 03 16day




