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1. CAPITAL STRATEGY 
 

1.1 Purpose and Aims of the Capital Strategy 
 

The Capital Strategy outlines the council’s approach to capital investment, ensuring that it 
is in line with the council’s corporate priorities. It is good practice that capital strategy and 
asset management plans are regularly reviewed and revised to meet the changing priorities 
and circumstances in Ealing. Ealing Council’s capital strategy is reviewed on an annual 
basis to reflect the changing needs and priorities of the residents. 

 
1.2 The Key Objective of Ealing’s Capital Strategy 

 
The key objective of the Capital Strategy is to deliver a capital programme that: 

 
• Ensures the council’s capital assets are used to support the delivery of services 

according to priorities within the corporate plan and the council’s vision; 
• Links with the council’s asset management plan; 
• Is affordable, financially prudent and sustainable; 
• Ensures the most cost effective use is made of existing assets and new capital 

investment; 
• Supports other Ealing service specific plans and strategies. 

 
The resources to deliver the capital strategy are allocated through the budget review 
process that sets the four year rolling capital programme as part of the annual budget 
setting process. 
 
The overarching aim of the Capital Strategy is to provide a framework for delivery of the 
Capital’s capital investment plans. 

 
1.3 The Council’s Corporate Objectives and Priorities  

 
Capital investment plans are driven by the Corporate Plan, the Council’s key strategic 
document. The Corporate Plan outlines how the vision and outcomes detailed in it will be 
achieved, as well as priority areas of focus and delivery.  
 
The capital budgets within the capital strategy support the key priorities laid out in the 
council’s corporate plan. Each capital proposal is required to demonstrate clearly how the 
project links to the council’s overarching priorities. 
 
There are three key priorities for Ealing as set out in the Corporate Plan for 2018-22:  

 
• Good, genuinely affordable homes 
• Opportunities and living incomes 
• A healthy and great place 

 
 

2. APPROACH TO INVESTMENT PRIORITISATION  
 

2.1 The Capital Programme 
 

The existing capital programme covering the period 2018/19 to 2021/22 was agreed as part 
of the budget setting process at council on 20 February 2018 and updated through the 
Budget Update reports presented throughout the financial year. 

 
This current capital programme has been updated as part of the 2019/20 budget setting 
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process and will be agreed at Council on 26 February 2019. The revised capital programme 
going forward will cover the years 2019/20 to 2022/23. 
 
The Capital Strategy is influenced by the principles which frame the overarching budget 
process for 2019/20, which have been driven through Future Ealing.  A key driver to 
implement Future Ealing has been a programme of service outcome reviews, developed in 
partnership with an external delivery partner to identify options both to deliver priority 
outcomes in new ways and to identify savings options to present to Cabinet as part of the 
2019/20 budget process. 
 
By using these outcomes as the framework for the budget process the Council aims to 
prioritise and focus delivery, improve community outcomes and inform the difficult budget 
choices that the council will face.  
 
The Future Ealing Outcomes are: 

 
1. A growing economy creates jobs and opportunities for Ealing residents to reduce poverty 

and increase incomes. 
2. Children and young people fulfil their potential. 
3. Children and young people grow up safe from harm. 
4. Residents are physically and mentally healthy, active and independent. 
5. Ealing has an increasing supply of quality and affordable housing. 
6. Crime is down and Ealing residents feel safe. 
7. The borough has the smallest environmental footprint possible. 
8. Ealing is a clean borough and a high-quality place where people want to live. 
9. Ealing is a strong community that promotes diversity with inequality and discrimination 

reduced. 
 
Service outcome reviews are not the sole method by which the Council has looked to balance 
its budget, other significant programme of activities include; 

 
• Modern Council programme which is focusing on areas such as Continued Improvement 

& Efficiency, Digital, Assets, etc; and 
• The Future Working programme to redevelop the Council’s headquarters delivering 

housing and a more efficient operating environment for staff; 
 

2.2 Identification and Prioritisation of Capital Investment Needs  
 

The basis of the capital programme is driven by the budget and service planning process. 
This process begins in the early stages of the financial year (June/July). The size of the 
capital programme is determined by: 

 
• The need to incur capital expenditure 
• Capital resources available 
• The revenue implications flowing from the capital expenditure. 

 
As part of the budget planning process, services submit capital proposals to be considered 
by Members for investment decisions. In general, a capital investment appraisal process 
will focus on: 

 
Strategic case Policy and strategic fit 

 
Economic case Value for money, cost/benefit context 

 
Financial case Affordability and resources 

 
Commercial case Commercially viable e.g. is outsourcing a better 

option? 
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Management case Capabilities and capacity within the council to be 

able to manage and deliver such a project. 
 

 
Capital investment proposals are presented on the standard capital bid appraisal form that 
includes the following sections: description of the project, project outcomes (including how 
it supports the council’s key priorities), key dates and milestones, costs of the scheme, 
revenue implications, funding source, risks and dependencies (factors/events that need to 
happen before the project can proceed). 

 
2.3 Capital Projects Evaluation  

 
Members determine the projects to be included within the capital programme in light of 
the relative priorities and the overall impact on the revenue budget. 

 
All capital investment must be sustainable in the long term through revenue support by the 
council or its partners. All capital investment decisions consider the revenue implications 
both in terms of servicing the financing and running costs of the new assets. 
 
The impact of the revenue implications is a significant factor in determining approval of 
projects. The use of capital resources has been fully taken into account in the production of 
the council’s Medium Term Financial Strategy. 
 
The council’s policy is to agree the rolling capital programme on an annual basis at the 
February Council meeting as part of the annual budget setting process. 

 
2.4 Invest To Save – Capital Proposals 

 
The council's invest-to-save mechanism allows services to drive innovation in service 
provision, delivering cash savings that are repaid to top up the invest-to-save reserve. 
This invest-to-save reserve can be accessed at any time, not just during the budget setting 
process. 
 

 
3. FUNDING SOURCES AND INVESTMENT DECISIONS 

 
3.1 Borrowing 

 
The council seeks to minimise the level of borrowing required to finance capital expenditure 
by maximising grants and contributions received, and ensuring that any surplus assets are 
sold. The council has discretion to decide how much borrowing is required to fund the capital 
programme. The current policy is to borrow only the amount that the council considers to be 
prudent and affordable. 

 
The Local Government Act 2003 replaced the previous system of local government capital 
finance with a new one, known as the ‘Prudential Regime’ from 1 April 2004. In the 
Prudential Regime each local authority decides their own borrowing limits, whereas 
previously local authorities were only able to borrow in line with central government 
prescribed limits. These borrowing limits must take account of the authority’s financial 
situation, medium term financial plans and in particular affordability, as funding of capital 
expenditure has an ongoing revenue cost which must be met from council tax or, for housing 
investment, from housing rental income. 

 
CIPFA has developed a Prudential Code of Capital Finance in Local Authorities, which 
specifies those indicators that the council must consider as a part of its budget setting 
process. These are included in the annual budget report to Council (as part of the Treasury 
Management Strategy) and have become an increasingly important aspect of the annual 
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budget setting process.  
 
 

3.2 Capital Receipts 
 

A capital receipt is an amount of money exceeding £10,000, which is generated from the 
sale of an asset. The rationalisation of the asset portfolio is a fundamental part of the asset 
management strategy it provides benefits such as reduction in revenue costs that relate to 
surplus assets and it also releases assets for disposal. Capital receipts are an important 
funding source for the current capital programme. 

 
The council’s policy is to treat all capital receipts as a corporate resource, enabling 
investment to be directed towards those schemes or projects with the highest corporate 
priority. This means that individual services are not reliant on their ability to generate capital 
receipts. 
 
The timing and value of asset sales is the most volatile element of funding. As a result, the 
Section 151 Officer closely monitors progress on asset disposal. Any in-year shortfalls need 
to be met from increased borrowing, up to the ‘Authorised Borrowing Limit’ which is agreed 
annually by Council as part of the Treasury Management   Strategy. 
 
The 2016/17 Local Government Finance Settlement and guidance issued in March 2016 
confirmed the flexibility to use capital receipts for qualifying revenue expenditure over a 3 
year period from 2016/17 to 2018/19.  

• Shared services 
• Feasibility studies 
• Inter-authority co-operation 
• Service reconfiguration 
• Digital delivery 
• Improving counter fraud systems 

  
Currently Ealing is not planning to take advantage of this flexibility however there is the 
option to revise the approach to the flexible use of capital receipts subject to Council 
approval and a notification to Government. This position will be kept under review. 
 
Flexible Use of Capital Receipts Strategy 
Under the updated guidance on flexible use of capital receipts issued under section 15 (1)(a) 
of the Local Government Act 2003 and effective from 1 April 2016 local authorities have the 
freedom to use capital receipts from the sale of their own assets (excluded Right to Buy 
receipts) to help fund the revenue costs of transformation projects and release savings. 
From 2018/19 Ealing has taken advantage of this flexibility.  Full Council approved Ealing’s 
Flexible Use of Capital Receipts Strategy on 18 December 2018 and noted an updated 
Strategy would be presented as part of the MTFS. 
 
The original Strategy approved the capitalisation of up to £0.670m in 2018/19  in respect of 
eligible costs on resourcing the service outcome reviews which have or will support the 
delivery of the savings plans in the MTFS. This Transformational Programme is now 
included in the existing capital programme.  An additional £2.000m is forecasted to be spent 
in 2019/20 under the Transformational Programme in respect of eligible  costs.  This 
£2.000m is included in the additions to the Capital Programme for consideration by Full 
Council on 26 February 2019.   
 
Ealing currently has sufficient eligible capital receipts in 2018/19 and forecast for 2019/20 
that could be used to fund this spend.  Utilising general capital receipts for this purpose will 
mean that borrowing for the existing capital programme will need to increase and the 
associated borrowing costs will have an impact on revenue.  However, the borrowing costs 
will have a lower impact on revenue than the existing revenue contribution required and the 
addition of £2.000m (£2.670m in total) to the capital programme will not take Ealing outside 
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its existing prudential indicators (as set out in the Treasury Management Strategy) regarding 
the affordability of its borrowing. 

 
 

3.3 Specific Funding for Schemes 
 

Revenue Funding 
Although the opportunities to fund capital expenditure directly from the general fund revenue 
budget are limited, there are examples of revenue funding contribution to capital e.g. funds 
are allocated from the schools’ individual revenue budgets to supplement the capital 
resources allocated to schools improvement and expansion projects. 

 
External Funding 
This covers a variety of funding sources such as: 

 
• Specific invitations from central government, for example through earmarked grant 

funding. Schools benefit from a significant amount of capital grants to fund their 
expansion and improvement projects. 
 

• Ealing receives funding from Transport for London (TfL) to fund particular capital 
schemes such as highways improvements. 
 

• A significant amount of capital expenditure is funded through negotiated Section 
106 Planning Gain Agreements. 
 

• Ealing works in partnership with other agencies and service providers to ensure the 
ambitions for the area are delivered. Ealing aims to facilitate capital investment by 
other bodies where it meets local priorities. 

 
3.4 Consideration of Capital Proposals Attracting Specific Funding 

 
Schemes attracting partial external funding, such as grants for private sector housing, will 
be assessed in the same way as those schemes which require 100% of funding from 
borrowing and will only be included within the capital programme if they meet the council’s 
needs, objectives and priorities. Schemes attracting 100% external funding would normally 
be included automatically within the capital programme, subject to confirmation of the 
external funding and the scheme meeting the council’s priorities. Such schemes are usually 
supported by capital grants, or receipts from agreements under Section 106 of the Town 
and Country Planning Act 1990. A capital bid appraisal form still needs to be completed for 
these proposals. 

 
3.5 Commercial Activity 
 
 The council does not currently make capital investments primarily for financial return.  The 

council has made a number of policy loans to third parties (e.g. Broadway Living) which are 
listed in the Treasury Management Strategy and reported separately in the prudential 
indicators under “Commercial activities/ non-financial investments.  

 
4. MONITORING OF THE CAPITAL PROGRAMME DELIVERY & RISK MANAGEMENT 

 
Officers monitor implementation of the capital programme on a regular basis with reports 
being submitted bi-monthly to the Finance Strategy Group, and to Corporate Board and 
Members.  

 
The requirement to monitor the capital programme is set out in the council’s Financial 
Regulations. The following are key controls: 
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• All capital expenditure must be carried out in accordance with contract procedure 
rules and financial regulations. 
 

• The expenditure must comply with the statutory definition of ‘capital purposes’ as 
interpreted in guidance issued by the Section 151 Officer. 

 
• Once the scheme has been included in the capital programme following the budget 

setting process, a further report providing more detail and seeking specific approval 
must be submitted to Cabinet for schemes with a value over £0.500m or to the 
Finance Strategy Group with the relevant Portfolio Holder sign off for schemes 
costing less than £0.500m. 

 
• Officers must ensure that the budget for each capital project is under the control of a 

nominated project manager. 
 

The major risks concerning the capital programme are around funding of the current and 
future projects, variations in the cost from agreed budgets and the projects not delivering 
the planned outcomes. These risks are minimised by the processes that have been 
incorporated into the Council’s normal practices.  

 
 

5. LINKS TO THE MEDIUM TERM FINANCIAL STRATEGY (MTFS) 
 

All capital investment must be sustainable in the long term through revenue support by the 
council or its partners. All capital investment decisions consider the revenue implication 
both in terms of servicing the finance and running costs of the new assets. The impact of 
the revenue implications is a significant factor in determining approval of projects. The use 
of capital resources has been fully taken into account in the production of the council's 
MTFS. 

 
6. LINKS TO THE TREASURY MANAGEMENT STRATEGY  

 
Revisions to the CIPFA Prudential Code and Treasury Management Code for England in 
2017 introduced a requirement for all authorities to produce and report a Capital Strategy.   
 
Ealing’s existing Capital Strategy and Treasury Management Strategy have been reviewed 
to ensure compliance with the updated requirements across the two strategies.  The Capital 
Strategy should be considered alongside the Treasury Management Strategy which 
between them provide the following: 

 
• a high level long term overview of how capital expenditure, capital financing and 

treasury management activity contribute to the provision of services. 
• An overview of how the associated risk is managed 
• the implications for future financial sustainability 
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