
 

 
 

AGENDA ITEM NO: 11 
  

  
Report To:  

 
Inverclyde Council 

 
Date:  

 
22 April 2021 

 

      
 Report By:  Interim Service Director 

Corporate Services and 
Organisational Development 

Report No:  LS/047/21  

      
 Contact Officer: Diane Sweeney Contact No: 712147  
    
 Subject:  Capital Strategy 2021/31 and Treasury Strategy 2021/25 – Remit 

from Policy & Resources Committee 
 

   
   
   

1.0 PURPOSE  
   

1.1 The purpose of this report is to request the Council consider a remit from the Policy & 
Resources Committee. 

 

   
2.0 SUMMARY  

   
2.1 The Policy & Resources Committee considered a report by the Chief Financial Officer at its 

meeting on 23 March 2021 providing an update on the Council’s Capital and Treasury 
Strategies which required to be considered by the Inverclyde Council. 

 

   
2.2 The relevant extract of the report to the Policy & Resources Committee forms section 5 of this 

report. 
 

   
2.3 In relation to the Capital and Treasury Strategies, the Policy & Resources Committee decided 

that the following be remitted to the Inverclyde Council for approval:- 
 

   
  

(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 as detailed in paragraph 5.6 in this report; 
(e) Policy on repayment of Loans Fund advances as detailed in paragraph 5.5 in this 

report; 
(f) Treasury Policy Limits;  
(g) Prudential Indicators and Treasury Management Indicators; 
(h) List of Permitted Investments (including those for Common Good Fund) 

 
 

 

   
3.0 RECOMMENDATIONS  

   
3.1 The Council is asked to approve the Capital Strategy 2021/31 and Treasury Strategy 2021/25 

and specifically the matters listed in 2.3. 
 

   
   
   
 Anne Sinclair 

Interim Head of Legal Services 
 



 
4.0 BACKGROUND  

   
4.1 The Policy & Resources Committee at its meeting on 23 March considered a report by the 

Chief Financial Officer providing an update on a wider range of financial matters and seeking 
decisions as appropriate. The report specifically provided an update on the Council’s Capital 
and Treasury Strategies which required to be considered by the Inverclyde Council, the 
relevant extract of the report is detailed below. 

 

   
5.0 EXTRACT OF POLICY & RESOUCES COMMITTEE REPORT – 23 MARCH 2021  

   
5.1 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.  

 

   
5.2 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. 

 

   
5.3 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. 

 

   
5.4 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. 

 

   
5.5 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.  

 

   
5.6 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. 

   
5.7 In line with the Council’s Financial Regulations, the proposals in this report require to be 

approved by the Full Council.  
 

   
6.0 IMPLICATIONS  

   
6.1 Finance  

   
   
 Financial Implications: 

 
One off Costs 
 

Cost Centre Budget 
Heading 

Budget  
Years 

Proposed 
Spend this 
Report 

Virement 
From 

Other Comments 

N/A      
 
Annually Recurring Costs/ (Savings) 
 

Cost Centre Budget 
Heading 

With 
Effect 
from 

Annual Net 
Impact 

Virement 
From (If 
Applicable) 

Other Comments 

      
 

 

6.2 Legal  
   
 There are no Legal issues arising from this report.  
   
   

6.3 Human Resources  
   
 There are no HR issues arising from this report.  
   

6.4 Equalities  
   
 Equalities  
   

(a) Has an Equality Impact Assessment been carried out?  
   
  

YES 

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  

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 
 

 

   
6.5 Repopulation  

   
 There are no repopulation issues arising from this report.  
   

7.0 CONSULTATIONS  
   

7.1 None  
   

8.0 BACKGROUND PAPERS   
   

8.1 None  
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