Appendix B - Minimum Revenue Provision Strategy
The Council implemented the new Minimum Revenue Provision (MRP) guidance in
2011/12 and has assessed its MRP for 2022/23 in accordance with the main
recommendations contained within the guidance issued by the Secretary of State
under section 21(1A) of the Local Government Act 2003.
The Council is required to make provision for repayment of an element of the
accumulated General Fund capital spend each year through a revenue charge (the
Minimum Revenue Provision - MRP).
MHCLG Regulations require full Council to approve an MRP Statement, in advance
of each year. If the Council wishes to amend its policy during the year this would
need to be approved by full Council. A variety of options are available to councils to
replace the previous Regulations, so long as there is a prudent provision. The
options are:
● Option 1: Regulatory Method – can only be applied to capital expenditure
incurred prior to April 2008 or Supported Capital Expenditure. This is calculated
as 4% of the non-housing CFR at the end of the preceding financial year, less
some transitional factors relating to the movement to the new Prudential Code in
2003.
● Option 2: CFR Method – a provision equal to 4% of the non-housing CFR at the
end of the preceding financial year.
● Option 3: Asset Life Method – MRP is calculated based on the life of the asset,
on either an equal instalment or an annuity basis.
● Option 4: Depreciation Method – MRP is calculated in accordance with the
depreciation accounting required for the asset.
Options 1 and 2 may be used only for supported expenditure, which is capital
expenditure for which the Council has been notified by Government that the costs of
that expenditure will be considered in the calculation of Government funding due to
the Council.
It is important to note that the Council can deviate from these options provided that
the approach taken ensures that there is a prudent provision. The Council has
historically followed option 1 for supported expenditure based on the level of support
provided by Government through Revenue Support Grant (RSG).
The assets created or acquired under Supported Capital Expenditure predominantly
had long asset lives of c. 50 years, such as land or buildings, and an MRP of 4%
suggests a significantly shorter asset life. As the level of notional RSG the Council
receives has reduced in recent years, it was considered prudent to review the
approach to MRP on supported borrowing to reflect the Government support
received.

It was therefore agreed that from 2017/18 a provision of 2% of the non-housing CFR
as at the end of the preceding financial year is to be made. This is in line with many
other local authorities who have reviewed the basis for their MRP and have applied
similarly revised policies.
It is the Council’s policy that MRP relating to an asset will start to be incurred in the
year after the capital expenditure on the asset is incurred or, in the case of new
assets, in the year following the asset coming into use, in accordance with MHCLG’s
guidance.
The Council recognises that there are different categories of capital expenditure, for
which it will incur MRP as follows:
● For non HRA Supported Capital Expenditure: MRP policy will be charged at a
rate of 2% on a similar basis to option 1 of the guidance (the regulatory method)
but at a lower rate, better reflecting the asset lives of the assets funded through
Supported Borrowing.
● For non HRA unsupported capital expenditure incurred the MRP policy will be:
o Asset Life Method – MRP will be based on a straight-line basis or annuity
method so linking the MRP to the future flow of benefits from the asset,
dependant on the nature of the capital expenditure, in accordance with option
3 of the guidance.
o If the expenditure is capital by virtue of a Ministerial direction, has been
capitalised under a Capitalisation Directive, or does not create a council asset,
MRP will be provided in accordance with option 3 of the guidance with asset
lives calculated as per the table below:
Expenditure type
Expenditure capitalised by virtue of a
direction under s16 (2) (b).
Regulation 25(1) (a). Expenditure on
computer programs.
Regulation 25(1) (b). Loans and grants
towards capital expenditure by third
parties.
Regulation 25(1) (c). Repayment of
grants and loans for capital expenditure.
Regulation 25(1) (d). Acquisition of
share or loan capital.
Regulation 25(1) (e). Expenditure on
works to assets not owned by the
authority.
Regulation 25(1) (ea). Expenditure on
assets for use by others.

Maximum period over which MRP
to be made
20 years.
Same period as for computer
hardware.
The estimated life of the assets in
relation to which the third-party
expenditure is incurred.
25 years or the period of the loan if
longer.
20 years, or the estimated life of the
asset acquired.
The estimated life of the assets.

The estimated life of the assets.

Regulation 25(1) (f). Payment of levy on
Large Scale Voluntary Transfers
(LSVTs) of dwellings.
●

25 years.

For PFI service concessions and some lessee interests: Following the move to
International Accounting Standards arrangements under private finance
initiatives (PFIs) service concessions and some lessee interests (including
embedded leases) are accounted for on the Council’s Balance Sheet, and with
the introduction of IFRS16 (Leasing) from the 1st of April 2022 more lessee
leases will be classified in a similar way. Where this occurs, a part of the contract
charge or rent payable will be taken to reduce the Balance Sheet liability rather
than being charged as revenue expenditure. The MRP element of these
schemes will be the amount of contract charge or rental payment charged
against the Balance Sheet liability. This approach will produce an MRP charge
comparable to that under option 3 in that it will run over the life of the lease or
PFI scheme.

In some exceptional cases, the Council will deviate from the policy laid out above
provided such exceptions remain prudent. Any exceptions are listed below:
●

Where capital expenditure is incurred through providing loans to organisations,
and where those loans are indemnified or have financial guarantees protecting
against loss from a third party of high credit quality, no MRP will be charged in
relation to the capital expenditure. Similarly, loans given by the Council where
any losses incurred on the investment will impact solely on a third party, such as
those provided under the City Deal arrangement with the HCA, will not require
an MRP charge.

