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CAPITAL INVESTMENT STRATEGY 2022/23 TO 2027/28 
 

This Capital Strategy has been prepared for Members’ approval. 

• To ensure effective deployment of resources and the application of capital resources 
which are affordable by the Authority.  

• Having regard to the Secretary of State’s guidance on Local Government Investments 
issued under section 15(1)(a) of the Local Government Act 2003. 

• Having regard to current editions of the CIPFA codes by regulations 2 and 24 of the 
Local Authorities (Capital Finance and Accounting) (England) Regulations 2003 
[SI3146] as amended. 

The programme provides investment to enable the development of efficient services and 
income generating investments. The risks of investment within the Strategy have been 
assessed and, where necessary, specialist advice has been sought to ensure effective 
outcomes. 
 
1. Purpose of the Capital Investment Strategy 

This Capital Strategy aims to outline the objectives of the East London Waste Authority 
(ELWA)’s Capital Programme to ensure that these are aligned to deliver the Authority’s 
priorities as set out in the Medium Term Financial Strategy (MTFS) and Revenue and Capital 
Budgets and Levy 2023/24 reports, highlight the process for setting it annually, identify the 
different sources of funding available and outline the process for monitoring the programme’s 
progress through to delivery. 

The Strategy has been prepared to enable an understanding of the capital investment plans 
including the attainment of stewardship, value for money, prudence, sustainability and 
affordability. The Strategy sets out the long-term context in which capital expenditure and 
investment decisions are made and gives due consideration to both risk and reward and 
impact on the achievement of priority outcomes. 

This Strategy notes the requirements of the legislation regarding Non-Financial Assets which 
are held primarily or partially to generate a profit such as investment property portfolios. 
The Authority has no Non-Financial Assets. 

Capital Expenditure is defined within the Chartered Institute of Public Finance and 
Accountancy’s (CIPFA) Accounting Code of Practice as:   
“…Expenditure that results in the acquisition, construction, or the enhancement of non-
current assets (tangible or intangible) in accordance with proper practices… All other 
expenditure must be accounted for as revenue expenditure unless specifically directed by 
the Secretary of State.” 
 
2. Knowledge and Skills 

The Capital Strategy has been developed by Officers of the Authority, who have relevant 
knowledge and technical skills. In addition, external advice and management is employed by 
the Authority procuring and appointing suitably qualified advisors and managers to support 
the development, operation and design of the programmes. 
 
Treasury management advisors are also contracted to advise on the financing of the 
Programme, and other advisors of a more specialist nature will also be procured where 
appropriate. 
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3. Key objectives of the Capital Programme 

The key objectives of the Authority’s Capital Programme are to ensure: 
 

• Capital assets are used to support the delivery of the Authority’s priorities and 
services; 

• Expenditure is aligned to the Authority’s Medium Term Financial Strategy to ensure 
that buildings and infrastructure are fit for purpose and in a suitable condition to 
deliver services; 

• All investments are affordable, sustainable and financially prudent; 
• Expenditure supports and enhances service delivery and/or generates revenue savings 

or income streams. 

In setting the new programme the Authority will strongly consider projects that can generate 
new or additional future ongoing income revenues to reduce the levy burden and enable 
services that are required by the community to be provided. Opportunities will also be 
explored to develop new ways of relieving future pressures that have been identified.  
 
4. Capital Programme 

The current year revised Capital Programme and the five-year Capital Programme 2023/24 
to 2027/28 amounts to £67.500m as shown below. 
 
The Capital Programme will be reviewed as part of MTFS process and the levy setting process 
for 2024/25 and future years. 
 
  BUDGET FUNDING 

Title of  
scheme 

2022/23 

Revised 

2023/24 2024/25 2025/26 2026/27 

 

2027/28 Total Borrowing 

 £m £m £m £m £m £m £m £m 

Waste 
Strategy 

- -  60.000 - - 60.000 60.000 

Fire 
Improvement 
Works 

5.000 2.000 0.100 - - - 7.100 7.100 

Potential 
Capital Works 

- 0.400  - - - 0.400 0.400 

Total 

 

5.000 2.400 0.100 60.000 - - 67.500 67.500 

 
5.  The Prudential Code 

The Prudential Code issued by CIPFA requires that an authority should not borrow more than, 
or in advance of need purely to profit from the investment of the extra sums borrowed. This 
statutory guidance requires that, where borrowing in advance is enacted by an authority, the 
rationale for the decision is clearly set out to ensure that external auditors, taxpayers and 
interested parties are able to hold the authority to account for the reasons for the borrowing. 
This will be included in the decision-making process. 
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In order to ensure that members and statutory officers have appropriate capacity and skills 
regarding their involvement in the investments decision making the following steps will be 
taken: 

a) Training will be given to Members in all aspects of the statutory guidance, the 
assessment of individual investments and risk 

b) Technical training will be given to statutory officers and those officers negotiating 
commercial deals in the technical fields of investment evaluation and requirements of 
the statutory guidance and Prudential Code. 
 

6. Policy on Capitalisation 

Capital expenditure, as defined above, is capitalised on an accruals basis. Expenditure that 
maintains but does not add to an asset’s potential to deliver future economic benefits or 
service potential (i.e. repairs and maintenance) is charged as an expense when it is incurred. 

Assets are initially measured at cost, comprising: 

• The purchase price; 
• Any costs attributable to bringing the asset to the location and condition necessary for 

it to be capable of operating in the manner intended by management; 
• The initial estimate of the costs of dismantling and removing the item and restoring 

the site on which it is located. 

The Authority does not capitalise borrowing costs incurred whilst assets are under 
construction.  

The cost of assets acquired, other than by purchase, is deemed to be the fair value, unless 
the acquisition does not have commercial substance. In the latter case, where an asset is 
acquired via an exchange, the cost of the acquisition is the carrying amount of the asset 
given up by the Authority. 
 
7. Capital Financing 

Further details of the Authority’s capital financing can be found in the Treasury Management 
Strategy Report elsewhere on this agenda.  
 
8. Spending of Capital Budgets 

The approval of the Authority will be required before expenditure is incurred for each 
individual scheme included in the Capital Programme.  

Capital schemes which are included in the Capital Programme may be progressed by the 
relevant officer before receiving the approval of the Authority, provided that expenditure on 
each scheme in any one financial year does not exceed £0.010m. 

No power is delegated to any officer to incur expenditure on any scheme or provision not 
included in the Capital Programme or to spend above the approved amount unless or until 
approval has been given by the Authority. 
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The Authority may agree to transfer budgets to other schemes within the Capital Programme.  
In making amendments to the approved Capital Programme, the Authority must: 

a) have regard to the Budget approved by the Authority, and resolutions of the 
Authority, 

b) be satisfied that an amendment to the Capital Programme can be offset by available 
income, Government grants, reserves or reductions elsewhere within the Capital 
Programme, 

c) be satisfied that any revenue budget consequences of the amendment can be offset 
by additional income, contingencies (including reserves and balances) or savings 
elsewhere within the Budget, and 

d) only include additional schemes in the Capital Programme approved by the Authority 
to the extent that they can be funded from additional Government grants or grants 
or contributions from other external bodies.  
 

9. Monitoring the Capital Programme 

For effective delivery of the Capital Programme it is important that the Programme is realistic 
in terms of projects which can be delivered on time, within budget and achieve the desired 
outcomes. Throughout the year officers monitor progress on the various projects within the 
Capital Programme to ensure full business cases have been approved, that work is being 
delivered to plan, on budget and is in line with the Financial Rules.  

Reports are presented to the Authority throughout the year updating Members on progress 
and detailing any variations from the approved programme and may include 
recommendations to approve additions, reductions or timing adjustments to the programme 
in line with operational needs.  

At year end a report is presented to the Authority on the outturn position with explanations 
of significant variations from budget and implications for delivery and which makes 
recommendations for budgets to be carried forward into future years (slippage). Any 
underspends will be taken back corporately to be allocated in future budget rounds. 

 
10. Risk Identification and Management  

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 Authority’s normal practices.  

Funding – All projects included within the Programme are fully funded. Where external funds 
are being used the funds will be secured with funding agreements prior to their inclusion or 
received in advance. Where conditions apply, careful monitoring will be in place to ensure 
the terms are met to prevent possible loss. Where borrowing is required the revenue costs 
will be built into the Medium Term Financial Strategy (MTFS).   

Cost Variation – These fall into two categories: (a) Where the timing of expenditure changes 
from the budget set, and (b) Where the overall cost of the projects changes from the 
approved budget. 

a) This may result in a change to the Authority’s borrowing profile and therefore have 
revenue implications. It may also affect the overall outcome of the project as delays 
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may require value engineering decisions to ensure the project can be completed or 
adjustments to benefits delivered.  

b) Managers are required to ensure adequate budget is in place prior to the 
commencement of projects. Budgets should include a contingency sum to allow for 
possible anticipated variations where prices are not fixed with contractors.  

Careful monitoring and timely reporting are required to reduce the effects of cost variations. 
Budgets will be re-profiled to ensure timing changes are captured. Managers are required to 
identify alternative funding sources where overall cost variations occur during the delivery to 
contain them before sums are committed. 

Delivery of Outcomes – Outcomes must be measured and compared against original 
objectives to ensure value for money and to reduce risk. Objectives fall broadly into three 
main categories: (a) to support core service delivery, (b) to produce savings and (c) to 
generate income. 

a) Risk may increase if project delays cause disruption to the service and require interim 
solutions, with both financial and non-financial consequences.  Officers will meet 
regularly throughout the year to discuss progress on projects and make decisions to 
minimise risk.  

b) If planned savings are not produced from the investment the revenue budget may 
have a shortfall which will have to be addressed. It is therefore essential that careful 
evaluation of business cases and financial models are carried out and approved prior 
to the projects commencing. 

c) Investment on projects whose primary aim is income generation should generate a 
minimum net return (inclusive of borrowing costs) of 2%. Investment portfolios will 
be balanced to reduce impact of market changes in an individual sector.  


