Municipal Buildings, Greenock PA15 1LY

Ref:

SL/KB

Date: 10 March 2021

A meeting of the Policy & Resources Committee will be held on Tuesday 23 March 2021 at 3.00pm.
This meeting is by remote online access only through the videoconferencing facilities which are
available to Members and relevant Officers. The joining details will be sent to Members and Officers
prior to the meeting.
In the event of connectivity issues, Members are asked to use the join by phone number in the
Webex invitation.
Please note that this meeting will be recorded.

ANNE SINCLAIR
Interim Head of Legal Services
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Apologies, Substitutions and Declarations of Interest
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PERFORMANCE MANAGEMENT
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COVID-19 (Coronavirus): Scrutiny Report
Report by Interim Head of Public Protection & Recovery

3.

Finance Update including Capital Strategy 2021/31 and Treasury Strategy
2021/25
Report by Chief Financial Officer
p

p

The documentation relative to the following item has been treated as exempt information in terms of
the Local Government (Scotland) Act 1973 as amended, the nature of the exempt information being
that set out in paragraphs 6 & 8 of Part I of Schedule 7(A) of the Act.
3(a).

Appendix 7 to item 3 setting out proposed terms relative to the acquisition of p
premises in Kilblain Street, Greenock

Please note that because of the current COVID-19 (Coronavirus) emergency, this
meeting will not be open to members of the public.

The reports are available publicly on the Council’s website and the minute of the
meeting will be submitted to the next standing meeting of the Inverclyde Council.
The agenda for the meeting of the Inverclyde Council will be available publicly on
the Council’s website.
In terms of Section 50A(3A) of the Local Government (Scotland) Act 1973, as
introduced by Schedule 6, Paragraph 13 of the Coronavirus (Scotland) Act 2020, it
is necessary to exclude the public from the meetings of the Committee on public
health grounds. The Council considers that, if members of the public were to be
present, this would create a real or substantial risk to public health, specifically
relating to infection or contamination by Coronavirus.

Enquiries to – Sharon Lang – Tel 01475 712112

AGENDA ITEM NO: 3

Report To:

Policy & Resources Committee

Date:

23 March 2021

Report By:

Chief Financial Officer

Report No:

FIN/17/21/AP/LA

Contact Officer:

Alan Puckrin

Contact No:

01475 712223

Subject:

Finance Update including Capital Strategy 2021/31 and Treasury
Strategy 2021/25

1.0 PURPOSE
1.1 The purpose of this report is to update the Committee on a range of financial matters and seek
decisions as appropriate. Specifically the report provides an update of the Council’s Capital and
Treasury Strategies that require to be considered by the Full Council.
2.0 SUMMARY
2.1 The following report provides a summarised update on all the relevant aspects of the Policy &
Resources Committee financial governance remit in line with the decision of the 7 January
Policy & Resources Committee.
2.2 The Committee’s own Budget is projecting a £663,000 underspend in 2020/21 largely arising
from unused contingencies. This has already been adjusted for in the 2021/23 Budget
decisions.
2.3 The 2020/21 General Fund Budget is projecting a surplus of £1,396,000 (0.7%) as at 31
January which is an increase in underspend of £660,000 since 30 November.
2.4 The latest summarised position of the 2020/23 Capital Programme is that the overall 3 year
programme remains within acceptable limits and that there is advancement of £4.034million
(31.7%) reported for 2020/21. It is recognised that there remains a considerable level of spend
to be achieved by 31 March. Officers are keeping this and any potential impact of Covid/Brexit
under review.
2.5 Appendix 6 shows the latest position of the Council costs associated with Covid and the various
funding sources including Scottish Government Grants, use of Reserves and offsetting savings.
It can be seen that after factoring in the latest information including the extra funding from the
Scottish Government there is a £0.951million unallocated contingency to meet the unbudgeted
costs associated with Covid in 2021/22.
2.6 All relevant appendices have been prepared on the basis that the proposals from the Members’
Budget Working Group to the 18 March Council in respect of the 2021/23 Revenue and
2021/24 Capital Budget are approved.
2.7 Officers have been engaging with a party regarding purchasing an empty premises, the details
of which are included in Appendix 7 in the private papers. It is proposed to fund from the
Community Fund within the Anti Poverty Budget.
2.8 Appendices 8 and 9 contain the Capital Strategy 2021/31 and the key figures for the Treasury
Strategy 2021/25. The documents map the medium and longer term financial implications
based on current plans. In line with Statutory Guidance, both require approval by the Full
Council.

2.9 Within the Treasury Strategy the Council requires to set out its policy for repayments of Loans
Fund advances. The proposal is to retain the Annuity repayment method which is covered in
more detail with paragraph 8.5 and Appendix 9.
2.10 In January the Accounts Commission issued the annual Financial Overview. This contained the
usual commentary on the performance of and challenges faced by Local Government finances
in Scotland. This year’s report repeats many of the previous issues around budget pressures,
size of reserves and the need for Councils to continue to innovate to close budget gaps but the
report also provides some early commentary on the financial challenges brought about by
Covid.
3.0 RECOMMENDATIONS
3.1 It is recommended that the Committee notes the projected underspends in the Policy &
Resources Committee budget and 2020/21 General Fund Budget as at 31 January, 2021.
3.2 It is recommended that the Committee notes the current position of the 2020/23 Capital
Programme
3.3 It is recommended that the Committee notes the current estimated unallocated contingency of
£951,000 within the Covid Fund and agrees that this should be retained until the situation
regarding further costs and funding from Covid is clearer.
3.4 It is recommended that the Committee approves the purchase of the property as per Appendix
7 in the private papers and remit it to the Head of Legal Services in consultation with the Chief
Financial Officer and the Head of Property Services to conclude the purchase.
3.5 It is recommended that the Committee remits to the Inverclyde Council, for their approval, the
following:
a. Capital Strategy for 2021/31
b. Treasury Management Strategy and Annual Investment Strategy
c. Authorised Limits for 2021/25
d. Treasury Management Policy Statement set out in paragraph 8.6
e. Policy on repayment of Loans Fund advances set out in paragraph 8.5
f. Treasury Policy Limits
g. Prudential Indicators and Treasury Management Indicators
List of Permitted Investments (including those for the Common Good Fund).
3.6 It is recommended that the Committee notes the publication of the Local Government in
Scotland, Financial Overview by the Accounts Commission.

Alan Puckrin
Chief Financial Officer

4.0 BACKGROUND
4.1 On 7 January, the Policy & Resources Committee approved the Committee arrangements
during the continuing and extended Covid lockdown. One decision was that whilst the
Committees would continue, reports would focus on urgent business and be smaller in
number.
4.2 The following report provides a summarised update on all the relevant aspects of the Policy &
Resources Committee financial governance remit.
5.0 2020/21 BUDGET UPDATE
5.1 The Committee’s own 2020/21 Budget position at 31 January is as follows:
• Net of Covid costs there is a projected £663,000 underspend, an increase of £135,000
since 30 November. Underspends in the pay and non-pay inflation contingencies
make up £650,000 of the underspend,
• The Common Good Budget is projecting a £80,530 surplus and now has a £97,880
projected balance at 31 March, 2021,
• The 2020/23 Capital Programme is within Budget with slippage of £40,000 being
reported. At 31 January spend represented 48% of projected 2020/21 spend.
5.2 The General Fund is projecting a surplus of £1,396,000 (0.7%) as at 31 January which is an
increase in underspend of £660,000 since 30 November. Appendix 4 provides the summary
position. The Health & Social Care Committee is reporting an overspend of £690,000 which
will be met from the IJB Reserves at 31 March, 2021.
5.3 Appendix 5 reflects the position of the General Fund Reserves on the basis that the
recommendations to the 18 March 2021 special Council meeting to consider the 2021/23
Budget are approved. From this it can be seen that the unallocated Reserves match the 2%
recommended level of £3.8million.
5.4 Earmarked Reserves are reporting slippage of 27% against planned spend in 2020/21. As at
31 January spend is £3,196,000 and projected spend to 31 March 2021 is £ 10,833,000. A
large proportion of the remaining spend relates to Covid expenditure within HSCP which is
currently not being reported against the Covid earmarked reserve.
5.5 The consolidated 2020/23 capital budget is £86.705m. The restated budget for 2020/21 is
£12.712m, with spend to 31 January of £9.774m equating to 58.4% of projected spend for the
year. Committees are projecting to outturn on budget. In the current year net advancement of
£4.034m (31.73%) is currently being reported. This is due to advancement within the
Environment & Regeneration Committee (£1.240m) and Education & Communities
Committee (£2.866m) offset by slippage within Policy & Resources Committee (£0.051m) and
Health & Social Care (£0.021m).
5.6 Over the 2020/23 period the Capital Programme is reporting a £3.106m deficit. This is within
an acceptable level of up to 5% over provision. The position in respect of individual
Committees, including the detail of individual projects, has been reported to the relevant
Service Committees.
5.7 Appendix 6 shows the latest position of the Council costs associated with Covid and the
various funding sources including Scottish Government Grants, use of Reserves and
offsetting savings. It can be seen that gross expenditure, including HSCP is projected to be
£33.4million. This figure excludes the significant number of Business Grants administered by
the Council on behalf of the Scottish Government which will exceed £17million in 2020/21.
5.8 Within the figures in Appendix 6 is £4.0million proposed to be allocated to the 4 Covid
Recovery Plans (Organisational, Humanitarian, Economic and Education, Culture & Leisure).
This was subject to consideration by the Council on 18 March. The intention would be to bring
back proposals for Members consideration by the summer of 2021.

5.9 This leaves just under £1million unallocated but given the ongoing lockdown, uncertainty over
the levels of UK/ Scottish Government support for Covid costs in 2021/22 and the continued
uncertainty over the timescales for the Council returning to “normal” service delivery, it is
recommended that the Committee keeps this contingency under review over coming months.
6.0 2021/23 BUDGET UPDATE
6.1 The MBWG is recommending that the Council approve the proposed 2021/22 Revenue
Budget on 18 March which included the use of £1.049million of Reserves. In addition the
Council has allocated up to £4.0million from Reserves to balance the 2022/23 Revenue
Budget leaving an estimated £0.481 million minimum funding gap to be addressed over the
next 12 months. Members will receive regular reports on progress towards minimising the
Budget gap throughout 2021/22.
6.2 The Council will also have approved the 2021/24 Capital Programme on the 18 March and
future Committee reports will reflect the decisions taken.
7.0 ANTI- POVERTY BUDGET UPDATE
7.1 The Council and IJB have allocated £1.0million on a recurring basis to tackle poverty and
deprivation and have agreed to consider the proposals for 2021/22 at the May meeting of the
Committee. The Committee has also agreed that any underspend in the Anti-Poverty monies
in 2020/21 be added to the existing Anti-Poverty Earmarked Reserve for future allocation by
the Committee.
7.2 The Scottish Government has allocated a number of inter-related grants as part of the
response to the Covid pandemic including funding to tackle Food Insecurity, Financial
Hardship, Fuel Poverty and general Humanitarian Aid. Any unspent sums at 31 March will be
carried forward as an earmarked reserve into 2021/22.

8.0 TREASURY STRATEGY 2021/25 & CAPITAL STRATEGY 2021/31
8.1 The Capital Strategy 2021/31 presents a longer-term view of the asset management, financial
and other issues affecting capital expenditure requirements and delivery. The Strategy is a
requirement of the Prudential Code and is in addition to the existing plans and updates
presented through the year to Committee and to the Council such as the Financial Strategy.
8.2 The key purpose of the Capital Strategy is to explain how different facets of the Council’s
Treasury Strategy and Capital Programme interact and to allow Members to consider the
affordability and sustainability of Capital investment decisions in the longer term. The Strategy
is attached at Appendix 8.
8.3 Appendix 9 sets out the Council’s proposed performance measures for the Treasury
Management Strategy and Annual Investment Strategy for 2021/25, Treasury Policy Limits,
and Prudential and Treasury Management Indicators for the next 4 years including the
proposed Authorised Limits.
8.4 The Treasury Management Strategy, Annual Investment Strategy, Treasury Policy Limits,
Prudential Indicators, and Treasury Management Indicators have been set based on the
Council’s current and projected financial position (including the proposed 2021/24 Capital
Programme) and the latest estimated interest rate levels.

8.5 The Council is required to set out its policy for the repayment of loans fund advances from
options set by the Scottish Government:
a. For loans fund advances made before 1 April 2016 the policy will be to maintain the
practice of previous years and use the Statutory Method with annual principal repayments
being calculated using the annuity method.
b. The annuity method is also being used for loans fund advances made after 1 April 2016

for the 5 year transitional period to the end of 2020/21. In applying the annuity method to
new advances in any year, the interest rate used in the annuity calculation will be the
Council’s loans fund pool rate for the year (including expenses) as rounded up to the
nearest 0.01%.
c. Of the options available for new capital expenditure from 1 April 2021 onwards, it was
previously proposed to use the equal instalment method (where repayments start higher
than under the annuity method but do not change during the write-off period) but it is now
proposed to use the annuity method with the interest rate used being as in b. above.
The proposed change in the repayment method follows work done by the Council’s
treasury advisers for the CIPFA Directors of Finance on debt financing which is likely to
lead to most Scottish local authorities using the annuity method. The review concluded
that after accounting for interest payments, annuity better reflected the benefit over the life
of the asset and addressed the issues around affordability in the early years of projects.
8.6 The Council has a formal Treasury Management Policy Statement as follows that is required
to be approved by the Full Council:
1.
This organisation defines its treasury management activities as: “The management of
the authority’s investments and cash flows, its banking, money market and capital
market transactions; the effective control of the risks associated with those activities;
and the pursuit of optimum performance consistent with those risks”.
2.
This organisation regards the successful identification, monitoring and control of risk to
be the prime criteria by which the effectiveness of its treasury management activities
will be measured. Accordingly, the analysis and reporting of treasury management
activities will focus on their risk implications for the organisation, and any financial
instruments entered into to manage these risks.
3.
This organisation acknowledges that effective treasury management will provide
support towards the achievement of its business and service objectives. It is therefore
committed to the principles of achieving value for money in treasury management, and
to employing suitable comprehensive performance measurement techniques, within
the context of effective risk management.
8.7 In line with the Council’s Financial Regulations, the proposals in this report require to be
approved by the Full Council.
9.0 2019/20 ANNUAL FINANCIAL OVERVIEW REPORT
9.1 In January the Accounts Commission issued the annual Financial Overview. This contained
the usual commentary on the performance of and challenges faced by Local Government in
Scotland.
9.2 This year’s report repeats many of the previous issues around budget pressures, size of
reserves and the need for Councils to continue to innovate to close budget gaps but the
report also provides some early commentary on the financial challenges brought about by
Covid. The document can be accessed via the following link. Here
10.0 IMPLICATIONS
10.1 Finance
Financial Implications:
Annually Recurring Costs/ (Savings)
Cost Centre

N/A

Budget
Heading

With
Effect
from

Annual Net
Impact

Virement
From (If
Applicable)

Other Comments

10.2 Legal
There are no other legal issues arising other than those highlighted in the body of this report.
10.3 Human Resources
There are no HR issues arising from this report.
10.4 Equalities
Equalities
(a) Has an Equality Impact Assessment been carried out?

YES (see attached appendix)

x

NO – This report does not introduce a new policy, function or strategy or
recommend a substantive change to an existing policy, function or strategy.
Therefore, no Equality Impact Assessment is required

(b) Fairer Scotland Duty
If this report affects or proposes any major strategic decision:Has there been active consideration of how this report’s recommendations reduce inequalities
of outcome?
YES – A written statement showing how this report’s recommendations reduce
inequalities of outcome caused by socio-economic disadvantage has been
completed.
x

NO

(c) Data Protection
Has a Data Protection Impact Assessment been carried out?
YES – This report involves data processing which may result in a high risk to the
rights and freedoms of individuals.
x

NO

10.5 Repopulation
There are no repopulation issues arising from this report.

11.0 CONSULTATIONS
11.1 None
12.0 BACKGROUND PAPERS
12.1 Local Government in Scotland – Financial Overview 2019/20, Accounts Commission

