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	8.3 General\ Services\ Capital\ Plan\ 2021-22\ Quarter\ 3\ Monitoring,\ and\ 2022-23\ to\ 2025-26\ Budgets\ Report\ by\ Chief\ Officer\ Corporate\ Sol
	It is recommended that Council:-
	a) Note the inclusion of the projects listed in Section 3.1 in the General Services Capital Plan;
	b) Approve the addition of the new projects to the General Services Capital Plan, as outlined in Section 3.2;
	c) Approve the adjustment to the project expenditure and funding budgets for the projects as outlined in Section 3.3;
	d) Note the forecast outturn for expenditure, funding and borrowing as outlined in Section 4;
	e) Delegate authority to the Chief Officer Corporate Solutions to transfer capital receipts realised in 2021/22 and 2022/23 to the General Fund Reserve to fund the impact of Covid and transformational projects in 2022/23;
	f) Approve the revised expenditure and funding levels in the General Services Capital Plan 2021/22 to 2025/26 (as outlined in Section 5 and shown in Appendices 1 and 2).
	7.1 Resource

	This potentially exacerbates the inherent risk in the Capital Plan that projects will cost more than estimated thus resulting in additional borrowing, or will be subject to significant delay.

	8.4 Medium\ Term\ Financial\ Strategy\ Report\ by\ Chief\ Officer\ Corporate\ Solutions
	Turning to the Scottish Public Sector Pay Policy for the year ahead published on 9 December 2021 alongside the Government’s budget. It indicates that there will be:-
	 A guaranteed wage floor of £10.50 per hour;
	 A cash underpin of £775 for public sector workers who earn £25,000 or less;
	 A basic pay increase of up to £700 for those public sector workers earning between £25,000 to £40,000;
	 A cash uplift of £500 for public sector workers earning above £40,000.
	(all based on 35 hour working week)
	Council is reminded that pay arrangements for the Local Government Workforce are determined on a bilateral basis nationally between Employers and Trade Unions through the Scottish Joint Council for Local Government Employees (SJC) and for Teachers on ...
	The SJC have recently settled pay negotiations for 2021/22. The EIS balloted its members on the offer from the SNCT employers with the recently announced ballot result overwhelmingly rejecting the offer. The EIS expect to receive an enhanced offer fro...
	Whilst Local Government is not bound by the Scottish Public Sector Pay Policy it is relevant as it applies to comparator employers such as the NHS and it will clearly set minimum expectations for Local Government employees. The initial assessment woul...
	The SJC Trade Unions have now submitted pay claims for Local Government Workers and Chief Officials for 2022/23 with the SJC claim seeking, amongst other things, a flat rate increase of £3,000 per annum (based on a 35 hour working week). Initial calcu...

	8.5 Treasury\ Management\ and\ Investment\ Strategy\ 2022-23\ &\ Prudential\ Indicators\ Report\ by\ Chief\ Officer\ Corporate\ Solutions
	3. Update on implementation of TMIS for 2021/22
	3.1 Current Borrowing and Deposit Portfolio
	3.1.1 Borrowing
	The principle source of borrowing is the UK Debt Management Office’s Public Works Loans Board (PWLB) and fixed rate loans are taken at a time and tenure which takes cognisance of the PWLB rates (derived from the UK Gilts market) and the management of ...
	The Council does not borrow from PWLB to onward lend.  The TMIS provides for capital investment to be underpinned by long-term borrowing, recognising the extremely low interest rate environment, the significant borrowing requirement arising from the C...
	Market conditions in early December 2021 supported action to secure further long-term borrowing.  The Council, on 9 December 2021, borrowed £50.000 million from PWLB (loan start date 16 December 2021) as shown in table 1 below.  This action secured c....
	Table 1: PWLB Borrowing Undertaken on 16 December 2021
	The initial cost of carry from borrowing on 16 December 2021 was justified; had the Council deferred borrowing the £50.000 million until 2022/23, the overall additional net cash cost to the Council over the life of the loans is predicted to have been ...
	Furthermore, as an example of the effectiveness of this strategy, were the Council to have borrowed £50.000 million on 7 January 2022, the equivalent PWLB borrowing rates for the same loan tenors as noted in Table 1 above were between 1.82% and 1.91%....
	The provisions of the approved TMIS for 2021/22 have allowed Council officers to make time critical operational decisions – in line with the policy – that continue to secure best value in funding capital investment in the Council’s asset base.
	The Council’s loan portfolio, as at 27 January 2022, is shown in table 2 below:-
	Table 2: Current Loan Portfolio as at 27 January 2022
	The repayment profile of this debt is shown in graphical and tabular form below:-
	As can be noted in the graph and table above, proactive Treasury Management by the Council in the last decade has placed the Council in an extremely strong refinancing position for its existing external debt portfolio, with only £5.215 million, or jus...
	3.1.2 Deposits
	Table 3: Current Deposits as at 27 January 2022
	3.2 Borrowing Requirement 2021/22 to 2025/26
	The Council’s capital plans contain projections of capital expenditure and income over the forthcoming financial years.  Any expenditure not financed directly by income, requires funding through borrowing.
	The projected borrowing requirement arising from the Council’s Capital Plans, the MEL Shareholder Injection, and the maturing long-term loans that require to be refinanced, over the period 2021/22 to 2025/26 is shown in table 4:-
	3.3 Main Objectives of TMIS 2022/23
	No material changes are proposed to the current TMIS which was scrutinised by Audit Committee in January 2021 and approved by Council in February 2021.  The objectives of the current and proposed TMIS are:-
	• To secure long-term borrowing to fund capital investment, through locking in to historically low long-term interest rates and de-risking the Council’s Capital Financing Requirement (CFR);
	• To ensure short-term liquidity to manage its day-to-day cashflow.  This is achieved through the utilisation of instant access Money Market Fund and Bank Accounts, with the amount held in these reflecting the Council’s level of working capital and fl...
	• To cash back the Council’s usable reserves.
	Similarly no changes are recommended to the Permitted Investments, though members should note that reflecting the decision of Council on 14 December 2021 there is a technical adjustment to the maximum level of investment in the Midlothian Energy Limit...
	More detail on the borrowing and investment strategy for 2022/23 is provided in Sections 3.4 and 3.5 below.  Section 4 updates the Prudential Indicators based on the latest Capital Plans, and Section 5 notes no change to the Council’s policy for the r...
	3.4 Borrowing Strategy for remainder of 2021/22 and 2022/23
	Borrowing is undertaken to finance the Council’s approved Capital plans and to do so in the most cost effective way.  As can been noted from Table 4 above the Council has a significant borrowing requirement across the current and forthcoming four fina...
	The Council’s projected loan portfolio over the period 2021/22 to 2025/26 is shown in graphical format below.
	The Council has fully funded its current, and part of its 2022/23, borrowing requirement in a prudent way which balances (a) de-risking the longer term borrowing requirement at historically low longer term borrowing rates; against (b) the current year...
	Long-term PWLB borrowing rates for both HRA and non-HRA purposes have been at historically low levels and significantly below historical averages, with an expected gradual upward trend in these levels across the remainder of financial year 2021/22 and...
	The Bank of England’s Monetary Policy Committee raised base rate from 0.10% to 0.25% at their meeting on 16 December 2021.  There are further rises forecast to base rate in Quarter 2 of 2022 (to 0.50%) Quarter 1 of 2023 (to 0.75%), Quarter 1 of 2024 (...
	With this in mind, utilisation of an element of temporary borrowing – which typically tracks close to base rate levels – within the Council’s overall loan portfolio may continue to provide a cost-effective solution to the Council.  The quantum of this...
	The opportunity also continues to exist to consider further loans on a ‘forward dealing’ basis, and officers will continue to explore the viability of these loans as part of securing the long term borrowing required to meet the capital financing requi...
	Given the potential for uncertainty in the market to bring a dip in gilt yields and therefore PWLB rates, there may be further opportunities for further long term borrowing to be undertaken in financial year 2021/22 and into early 2022/23 to fund the ...
	Officers will continue to ensure that any loans taken are drawn to match the existing maturity and projected capital expenditure profiles as closely as possible, that proposed interest rates continue to sit below forward interest rate projections, and...
	3.5 Investment Strategy for remainder of 2021/22 and 2022/23
	4 CIPFA Codes & Prudential Indicators
	4.1 CIPFA Codes
	CIPFA, on 20 December 2021, released the new editions of the Treasury Management Code and Prudential Code.
	The main areas that have been updated are summarised in the sections below.
	It was proposed to bring forward the full suite of Treasury Management Practices (TMPs) (in full) alongside the TMIS to give AC today the opportunity to scrutinise and endorse these.  Given the December release of the new Codes, and the significant wo...
	Treasury Management Code
	1. TMP1 Credit and Counterparty Risk Management – requirement to refer to Environmental, Social and Governance (ESG) in credit and counterparty policies – with emphasis on counterparty governance (and link across to principles of security, liquidity a...
	2. TMP6 Reporting Requirements & Management Information Arrangements – requirement that any further investment indicators required by statutory legislation or regulation be reported by Local Authorities as and when they become implemented into statute...
	3. TMP10 Training & Qualifications: Knowledge and Skills –strengthened to include a requirement to retain a knowledge and skills register of elected members and employees that includes a training schedule outlining the aims and objectives of training ...
	The Code stipulates that those charged with governance recognise their individual responsibility to ensure that they have the necessary skills to complete their role effectively
	As such, the Section 95 officer will therefore recommend as part of the TMPs, and implement, the necessary arrangements including the specification of the expertise, knowledge and skills required by Elected Members and members of staff.
	Council officers are in the process of developing a training schedule for both elected members and employees and this will be reflected in the revised TMPs.
	4. Clear statement in line with Prudential Code that “Local authorities must not borrow to invest for the primary purpose of financial return.”  Midlothian Council does not and has not borrowed to invest primarily for financial return.
	5. Revised definition of Investments that requires Local Authorities to clearly identify and report the following categories of Investment:-
	o Treasury Management Investments;
	o Service Investments; and
	o Commercial Investments (including Commercial Property).
	with the former covered within updated Treasury Management Practices (TMPs) and the latter two in new Investment Management Practices (IMPs).
	These new IMPs are required to follow a similar format to the TMPs used for Treasury Management Investments, clearly setting out the investment objectives, criteria, risk management, performance measurement & management, reporting arrangements and ong...
	6. TMP8 Cash & Cashflow Management: A new Treasury Management Indicator – the “Liability Benchmark” is required which identifies future borrowing needs against the maturity profile of the Council’s existing loan portfolio.
	At the time of writing, further clarity is needed in the CIPFA Treasury Management: Guidance Note regarding the calculation of this.
	7. TMP6 Reporting Requirements – retention of the existing Treasury Management reporting frequency, which is a minimum of: (a) an annual Strategy report in advance of the forthcoming financial year; (b) a Mid-Year Review report; and (c) An Annual Outt...
	Prudential Code
	1. Prudence: The Code expands on the detail both of what it considers to be legitimate examples prudence in borrowing and investment, and which acts are not considered to be prudent activity for a Local Authority.
	Legitimate examples of prudent borrowing include financing of capital expenditure primarily related to the delivery of a local authority’s functions, temporary management of cashflow within the context of a balanced budget, securing affordability by r...
	A key concern for CIPFA continues to be regarding leverage and borrowing to invest particularly for Commercial and Service Investment – with a clear statement in the Prudential Code that it is “not prudent to make any investment or spending decision t...
	2. Annual Strategy Review regarding divesting Commercial Investments (including Commercial Property) – the Prudential Code makes it clear that a Local Authority’s existing commercial investments will not be required to be sold or immediately divested ...
	However, where a Local Authority has an expected need to borrow, the Local Authority should review options for exiting their financial investments for commercial purposes in their annual treasury management or investment strategies.
	The options should include using the sale proceeds to repay debt or reduce new borrowing requirements.  They should not take new borrowing if financial investments for commercial purposes can reasonably be realised instead, based on a financial apprai...
	3. Objectives of the Prudential Code – updated to cover the following new objectives:
	o Capital plans and investment plans are affordable and proportionate with this based on the judgement of the S95 officer, based on the size and aims of the organisation;
	o All external borrowing/other long-term liabilities are within prudent and sustainable levels.  This is already encompassed in the TMIS; and
	o Risks associated with investments for commercial purposes are proportionate to a Local Authority’s overall financial capacity i.e. that plausible losses could be absorbed in budgets or reserves without unmanageable detriment to local services and/or...
	4. Revised definition of Investments as covered in Treasury Management Code Item 5 above [shared definition between TM and Prudential Codes];
	5. ESG in Capital Strategy – requirements of Capital Strategy in Prudential Code broadened, to make clear the Capital Strategy must address environmental sustainability in a manner which is consistent with Councils’ own corporate policies on the issue.
	This will encompass the work already being undertaken to meet the Council’s commitment to achieving Net Zero by 2030, including the requirements for Passivhaus technology, greater emphasis on active travel and connecting with public transport proposal...
	6. Capital Financing Requirement – Gross Debt and the Capital Financing Requirement remain a key indicator (see Appendix 2, Section 3.1).  Furthermore, the calculation of the Capital Financing Requirement (CFR) must include Heritage Assets.  Midlothia...
	7. Reporting & Monitoring of Prudential Indicators: A requirement for the reporting and monitoring of Prudential Indicators to be provided to Council on at least a quarterly basis;
	8. Inclusion of new Prudential Indicator for Affordability: Net Income from Service & Commercial Investments as a proportion of the Net Revenue Stream – see Appendix 2, Section 1.3;
	9. Clear statement as also noted in the TM Code that “Local Authorities must not borrow to invest primarily for financial return.”  Midlothian Council does not and has not borrowed to invest primarily for financial return;
	10. Long-Term Treasury Investments: CIPFA leaves any decision to maintain long term Treasury Investment to each Authority/S95 officer to justify (assumption being that these are not borrowed for) and any longer term Treasury Investment to be linked to...
	CIPFA expect Local Authorities to integrate the requirements of the new Treasury Management and Prudential Codes, and the Treasury Management Guidance Note, into their decision-making, monitoring and management.
	CIPFA make it clear that the new 2021 Prudential Code applies with immediate effect but that Local Authorities can defer the reporting requirement until the 2023/24 financial year.
	CIPFA also make it clear that the new 2021 Treasury Management Code is a “soft launch” with formal adoption and reporting to be required from the 2023/24 financial year.  The Treasury Management: Guidance Note which accompanies the Treasury Management...
	It is therefore proposed that the implementation of the Codes for Midlothian Council is as follows:-
	 Following publication of CIPFA’s Treasury Management Guidance Note for Local Authorities, Council officers will update the existing Treasury Management Practices (TMPs), along with development of the new Investment Management Practices (IMPs), to re...
	 The reporting requirements of the Prudential Code requires that the Section 95 officer establish procedures to monitor and report Prudential Indicators on a quarterly basis.
	These are already currently reported to Council as part of the Treasury Strategy, Treasury Mid-Year Review, and Annual Treasury Outturn reports.
	It is proposed that from the 2022/23 financial year, these are reported to Council as part of the current quarterly financial reporting arrangements.
	 Officers will incorporate the new Environmental & Sustainability provisions of the Prudential Code in the next update of the Capital Strategy.
	4.2 Prudential Indicators – Midlothian Council
	5 Statutory repayment of loans fund advances
	7. Report Implications
	7.1 Resource
	There are no direct resource implications arising from this report.

	None
	7.3 Risk
	There are no equality issues arising from this report.
	See Appendix A.
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	2.3 Statutory repayment of loans fund advances
	Borrowing is undertaken to finance the Council’s approved Capital plans and to do so in the most cost effective way.  As can been noted from Table 4 above the Council has a significant borrowing requirement across the current and forthcoming four fina...
	The Council’s projected loan portfolio over the period 2021/22 to 2025/26 is shown in graphical format below.

	8.6 Environmental\ Crime\ Enforcement\ Strategy\ Council\ Report\ by\ Chief\ Officer\ Place
	Midlothian\ Environmental\ Crime\ Enforcement\ Strategy\ Feb\ 22
	Section 33, Prohibition on unauthorised or harmful deposit, treatment or disposal etc. of waste (Scotland)
	Section 33A, Fixed Penalty Notices for contravention of section 33(1)(a) and (c): Scotland (inserted by section 55 of the Antisocial Behaviour etc. (Scotland) Act 2004)
	Section 34, Duty of care etc. as respects waste
	Section 46, Receptacles for household waste
	Section 47, Receptacles for commercial or industrial waste
	Section 59, powers to require removal of waste unlawfully deposited
	Section 79 (1) (e) Statutory nuisances and inspections therfor
	Section 87, the offence of leaving litter
	Section 88, Fixed Penalty Notice for littering
	Section 89, Duty to keep land and highways clear of litter etc
	Section 90, Litter Control Areas
	Section 91, Summary Proceedings by persons aggrieved by litter (Litter Abatement Order)
	Section 92, Summary proceedings by litter authorities (Litter Abatement Notice)
	Section 93 Street Litter Control Notices and 94 Street Litter: supplementary provisions
	Section 94B, free distribution of printed matter (advertising materials)
	Section 99, powers in relation to abandoned and luggage trolleys
	Antisocial Behaviour etc. (Scotland) Act 2004
	Waste (Scotland) Regulations 2012
	Litter (Fixed Penalty Notices) (Scotland) Order 2014
	The Controlled Waste (Fixed Penalty Notices) (Scotland) Order 2014
	Regulatory Reform (Scotland) Act 2014
	Prevention of Damage by Pests Act 1949
	Refuse Disposal (Amenity) Act 1978
	Civic Government (Scotland) Act 1982
	The Controlled Waste (Registration of Carriers and Seizure of Vehicles) Regulations 1991
	Town and Country Planning (Scotland) Act 1997
	Dog Fouling (Scotland) Act 2003
	The Dog Fouling (Fixed Penalty) (Scotland) Order 2016
	The Single Use Carrier Bags Charge (Scotland) Regulations 2014
	Landfill Tax (Scotland) Act 2014
	5.  Serious offences will result in a report being submitted to the Procurator Fiscal.
	Litter Control Areas
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